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To reduce, the cost of the insur- 


ance by reducing the losses is the 
basic aim of mutual companies. 
The accomplishment of this aim 
is measured by many millions 


of dollars annually. 


MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. t+? Chicago, Ill. 
A service organization maintained by the 

Mill Mutuals. 
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Any Honorable President of Any Stock 
Company Will Tell You That Our 


Insurance Is O. K. 
xe ¥ 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 
= & & 
Offices From the Atlantic to the Pacific 


Gale & Stone, Boston Justin Peters, Philadelphia ™ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 

Los Angeles, Vancouver, Portland, Spokane. - 
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gone the small beginnings of the 
1750’s the mutual structure has wid- 
ened and deepened and grown to a mighty 
force in the business life of America. 
In every field of insurance the mutual 


GROWTH AT STEVENS POINT 


Premiums 
1914 $18,932.72 
1930 $4,037,351.97 
1931 $4,603,911.98 
1932 $4,663,210.94 
#1933 $4,810,637.44 


*(As filed with the New York Insurance Department) 


HARDWARE MUTUAL CASUVALTY4COM PANY 


Home Office: Stevens Point, Wisconsin 
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GROWTH 





plan forges ahead yearly, always onward 
and upward to greater heights. . 

This vigorous development clearly re- 
flects the fundamental soundness of mu- 
tual principles and operation. 


Assets Surplus 
$12,549.26 $2,811.05 
$4,031,265.68 $687,988.26 
$4,702,134.62 $859,801.84 


$4,938,555.18 
$5,346,185.72 


$903,993.81 
$1,000,762.26 
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Atlantic Mutual Recognizes 
and pays commissions 
to Brokers 





Atlantic Mutual accepts busi- 
ness from brokers and pays 
commissions in the same manner 
as other Companies. 

Atlantic Mutual is strong finan- 


Marine Insurance 


For Over 90 Years 





Ocean cially and writes a non-assessa- 
ble profit sharing policy, at the 
| Inland usual market rates. Present cash 
° dividend 15%. 
Yacht 


This Company is the largest 
mutual marine and _ transporta- 


Transportation Mani ; 
tion imsurance Company in the 








| World, and is over 90 years old. 





Atlantic Mutual Insurance 


Company 
Chartered 1842 


175 West Jackson Blvd., Chicago, II. 
Home Office: 49-51 Wall Street (Atlantic Bldg.) N. Y. 


BRANCHES 


Boston Cleveland Philadelphia Baltimore Washington 
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THIS MONTH 


SCHOLARLY research is seldom so 
entertainingly written as is character- 
istic of the work of Professor Edwin W. 
Patterson of the School of Law of Co- 
lumbia University. Beginning on page 
13 of this issue he discusses ‘'Legal As- 
pects of Automatic Cancellation’ and 
very effectively presents arguments 
against this method of terminating pol- 
icies. It is expected that some of our 
readers may reply, and in fact, we in- 
vite comment. Difference of opinion 
puts life in a magazine. 


"Should Insurance Facilities Be In- 
creased?'' was a subject sq well put by 
Professor A. H. Mowbray, of the Uni- 
versity of California at the recent 
meeting of the American Association 
of University Teachers of Insurance 
that we are quoting his entire address. 
You will find this starting on page 17. 


Last month's initial article under the 
head of "Bunk of the Month" proved 
to be extremely popular. See page 21 
for another installment. 


NEXT MONTH 


W/E must ask the indulgence of our 
readers in waiting until the March num- 
ber for the promised article dealing 
with mutual insurance on public prop- 
erty. This being occasioned by pres- 
sure for space necessary for other 
matters. 


It is expected that the next issue will 
also carry a discussion of the effect of 
various aspects of the New Deal on 
insurance, and highlights on insurance 
conditions abroad. 
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WILLIAM A. SULLIVAN 


Commissioner of Insurance 
State of Washington 


COMMISSIONER SULLIVAN was elected to his office in November 1932 and 
has attacked the problems of insurance in his State with vigor and effectiveness. 
Coming as he did from the producers end of the business, he has the advantage 
of practical knowledge of insurance matters and his term in the commissionership 
has given him an increasingly wider grasp of affairs from the standpoint of the 
companies and the public. His genial personality is likewise proving an asset to 
his administration. 
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N the opinion of a growing number of prominent 

economists the great depression which began at 

the close of 1929 reached its climax in 1933, and, 

since May and June of last year, we have been 
making rapid progress toward a period of reasonable 
prosperity. We have still some distance to travel before 
we attain, in a majority of the divisions of business, the 
same volume that marked 1926, usu- 
ally considered, for the purposes of @ 
comparison, as the last normal year. ¢ 
Insurance companies of all kinds re- 
port that 1933 was far better than @ 
1932. Particularly fortunate are the 
fire insurance companies who, at a 
time that was critical for .many of 
them, were blessed with the lowest loss ratio in ten 
years. Various reasons have been given for the decline 
of over $100,000,000 in the national fire loss, but there 
is no disagreement that the effect was most beneficial. 
In a number of instances, no doubt, it was like an old- 
time melodrama with little Nell hurrying home just in 
time to stop the sheriff from selling the beloved home- 
stead. The outstanding feature of the year, however, 
is that many fire insurance companies have been able to 
increase their surplus and are on their way out of the 
woods. A number of companies have experienced a 
substantial reduction in assets, but this is due to the 
fact that they decided to write off the losses on securities 
which they had sustained in the past few years, but 
which did not show under the old convention valuation 
system. 

The mutual fire insurance companies shared in the 
fine loss experience which distinguished 1933, meanwhile 
maintaining their enviable loss paying record. Many of 
them, and numerous stock companies as well, have made 
substantial additions to surplus and they look forward 
with keen anticipation to 1934. 


From the standpoint of premium volume, both stock 
and mutual companies must report that the decline of 
the last few years has continued, although the trend was 
reversed in the last part of 1933. Practically all com- 
panies are again reporting increases in volume as com- 
pared with similar months of the last premium year. 
\ccurate data cannot, of course, be secured until the 
reports of all companies are in, but it seems likely that 
the decline in stock company premiums will be almost 
as great as that experienced in 1932. Some unofficial 


WHAT THE RECORD OF THE PAST 
YEAR INDICATES AS A PROPHECY 
FOR THE COMING MONTHS 


INSURANCE IN 1933 


estimates are that it will be slightly under ten per cent. 
The mutual companies, as in the other years of the 
depression, have had a smaller decline than the stock 
companies, and preliminary estimates would place the 
decline in mutual fire insurance premiums at. slightly 
more than five per cent. These are, of course, estimates 
subject to correction as more information on the great 
bulk of the companies becomes available. 

In view of the fact that the business of 1926 has 
been set up as an ideal to be reached, it is interesting 
to note the relative position of the stock and mutual 
companies with respect to their business in that year. 
According to the most dependable data stock fire insur- 
ance premiums during 1926 were approximately $988,- 
000,000, while in 1933 it is estimated that total stock 
fire premiums will be approximately $650,000,000. It 
will therefore take fifty per cent more business than 
the stock companies had last year to bring them up to 
the desired figure. The mutual fire insurance companies 
during 1926 had a premium income of approximately 
$122,000,000 and, according to our estimates, they will 
have during 1933 a premium income of approximately 
the same amount. In the seven years since 1926 the 
stock company premiums have therefore declined one- 
third, while the mutual companies are still doing as 
well as they did at that time. Thus, competitively speak- 
ing, the mutual companies have made one of the great- 
est advances in their history during these seven years. 
In 1926 they had approximately eleven per cent of the 
total fire premiums of 
stock and mutual 
companies. lor 1933, 
we believe, final fig- 
ures will show that 
the mutual companies 
wrote sixteen to sev- 
enteen per cent of the 
total premiums of the stock and mutual companies. 


LI. signs point to a continuance of this swing to 

mutual insurance, in spite of all the efforts of the 

stock propaganda mills to stop it. The stocks 

are undoubtedly aware of the fact that they can 
never hope to attain the same proportion of premium 
volume as they enjoyed in 1926. This is strongly evi- 
denced by their frantic, but futile, efforts to discredit 
mutual progress. 


In the casualty field, 1933 will go down as only slightly 
less disastrous than 1932. Reports are coming in slowly, 
but at present it seems that the improvement in loss 
ratios has not been sufficient to turn a loss into a profit 
for most of the companies. 


The stock companies continue to complain over the 
results they have had in the workmen’s compensation 
field, and still lay the blame to outside influences, hop- 
ing against hope for the performance of some feat of 
magic which will give them an undue advantage over 
competitors. Some rejoicing has been evident in the 
greatly increased volume of business which was done 
during the last few months of 1933, and in the fact 
that investment portfolios were materially strengthened 
by the upturn in market prices of bonds and_ stocks. 
ven so it would not be surprising if a number of new 
mergers or retirements took place in the next few 
months. Some companies have improved their position 
through refinancing arrangements with the Reconstruc- 
tion Finance Corporation, and similar assistance for oth- 
ers may be necessary. Surpluses, as a whole, are low 
and another year like 1932 is something to be dreaded. 
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Fortunately, the outlook for 1934 is 
distinctly better in the underwriting 
and investment fields. 
ee @ ® 

HE mutual companies have 

greatly distinguished them- 

selves in the casualty field by 
their ability to make underwriting 
gains. Preliminary data would indi- 
cate that they have greatly strength- 
ened their position, and that most of 
them will show a larger surplus at 
the close of 1933 than at any time 
in their history. The trend toward 
mutual casualty insurance was so 
strong in the last part of 1933 that 
many of the companies established 
new highs for premium volume and 
in the number of risks written, espe- 
cially the latter. Reports on 1934, to 
date, would seem to give a basis to 
prophesy a banner year. 

Taking 1926 as our normal year, 
it is again most interesting to note 
the positions of the stock and mutual 
carriers relative to that standard, as 


reflected in their business during 
1933. In 1926 the stock casualty 
companies are reported by Best’s 


Casualty Year Book as having a 
combined premium income of $709,- 
000,000, while the mutual companies 
had a combined premium volume of 
$87,000,000. Preliminary estimates 
would indicate that the same stock 
companies had during 1933 premium 
income of approximately $600,000,- 
000, while the mutual companies have 
approximately $105,000,000. The 
stock company premium income will 
he down from the 1926 figure by over 
$100,000,000, while the mutual com- 
panies will have approximately $20,- 
000,000 more in premium income 
than they had in the standard year. 
Stated another way, preliminary esti- 
mates for 1933 appear to make it 
that the mutual companies 
will probably have fifteen per cent of 
the combined stock and mutual pre- 
miums, while during 1926 they had 
only 10.9% . Another interesting fact 
gleaned from these figures is that 
the mutual casualty companies at the 
close of the depression had a substan- 
tially larger premium volume than 
they had at the beginning of the 
hoom, while the stock companies had 
a substantially lower premium vol- 
ume than they had at the 
period. 

In summary, therefore, we can 
conservatively say that 1933 marked 
another forward step on the part of 
the mutuals in both fire and casualty 
fields. It witnessed the turn from de- 
clining to rising premium volume. It 
leaves the mutual companies in an 
excellent position for even longer 
forward strides in 1934. 


certain 


same 
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NOTES ABOUT 
the 


INSURANCE WORLD 


a 


Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 

















Stocks Feel Mutual 


Competition 

\ REVIEW OF THE FIRE INSURANCE 
BUSINESS DURING 1933 IS TO BE FOUND 
in the January 24th issue of the Jour- 
nal of Commerce. Written by Wm. 
I’. Crawford, insurance editor of that 
publication, as part of its annual in- 
surance review, the article will be very 
interesting to all mutual exccutives. 
ne paragraph, dealing with mutual 
competition, is especially worthwhile. 
It reads as follows: 


“Stock company insurance with its 
agency system has had another year of 
hard competition with the non-agency 
mutuals. The agents who have carned 
their commission by careful and effi- 
cient attention to the needs of their 
customers have again justified the 
agency system, but a hoard of so- 
called agents that companies induced 
to enter the business in better times 
has not helped any. To any person 
the choice between mutual’s dividend 
and such service to assured as agents 
of that kind give is not difficult. If 
mutual competition should force the 
stock company to eliminate the agents 
who do not give service worth the 
commissions they receive, the gain and 
standing of stock companies might be 
worth the loss of desirable business it 
would cost.” 


Other highlights of 1933 mentioned 
xy Mr. Crawford include the remark- 
ably low loss ratio of the fire com- 
panies, the collection difficulties at the 
time of the bank moratorium, the re- 
habilitation of Globe & Rutgers, the 
pending insurance code, and the defi- 
nition of marine and inland marine in- 
surance adopted by the National Con- 
vention of Insurance Commissioners, 
and since accepted by twenty-one 
states. 

ee @ @ 


Sam B. King Re-Elected 


SAM B. KING, INSURANCE COMMIS- 
SIONER OF SOUTH CAROLINA SINCE 
1927, was unanimously re-elected to 
that office on January 16th for a four- 
year term by the State Legislature. 
There was no opposition to the can- 
didacy of Mr. King, who was nomi- 
nated by Senator W. I]. Nicholson of 
Greenwood. [le was also re-elected 
to the post in 1930 without opposition. 


Before becoming Insurance Com- 
missioner, Mr. King was a realtor. He 
was elected to the State Legislature 
and served for four years starting 


with 1923. During the World War 
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Mr. King served in the Aviation 
Service. 

When the State Auditor made his 
report to the General Assembly re- 
cently he cited in connection with Mr. 
King’s administration that : 


“It appears the affairs of this de- 
partment are being administered in an 
efficient and effective manner. The 
Commissioner and his force are to be 
commended upon the vigor with which 
the duties of the office have been dis- 
charged.” 


Constitutional Aspects of 
N. Y. Rehabilitation Law 


THE CONSTITUTIONALITY OF THE 
SCHACKNO LAW, UNDER WILICH THE 
New York Insurance Department 
has been rehabilitating mortgage 
guaranty companies, will probably be 
definitely decided shortly by the New 
York Court of Appeals, At the pres- 
ent time the act has been held uncon- 
stitutional by Mr. Justice I‘ranken- 
thaler in the New York Title Com- 
pany Rehabilitation. It has been un- 
held by Mr. Justice John B. Johnston 
in two decisions which specifically 
sustain the superintendent acting un- 
der Section + of the Schackno law 
to protect certificate holders. 


In commenting upon Judge Frank- 
enthaler’s decision, which’ held the 
law unconstitutional, Superintendent 
Van Schaick gave out the following 
statement : 


“The Schackno Law was enacted 
by the legislature to enable the Super- 
intendent of Insurance and the Super- 
intendent of Banks to meet an emer- 
gency and to begin reorganizations of 
certilicate issues which were necessary 
in the matter of the mortyi ize guaranty 
companies which were in trouble. The 
act set forth the legislative declaration 
of fact and policy the conclusion of 
which was that it was essential for the 
public interest to provide a procedure 
under ‘ which bonds, mortgages and 
other securities of such companies 
might be liquidated in an orderly man- 
ner and under which the assets of the 
guaranty corporations might be ad- 
ministered and conserved equally and 
ratably in the interest of holders of 
mortgaze investments. By this legis- 
lative policy and enactment the Super- 
intendent of Insurance was bound and 
it was his duty to administer this law. 


“The Superintendent has proceeded 
under the act which has been upheld 
definitely in two judicial departments. 
Schackno Law proceedings involving 
millions of dollars have already been 
instituted and in a number of cases 
completed. It will be necessary to 
have the constitutionality of this 
statute passed upon by the highest 
court at as carly a date as possible. If 
the Court of Appeals should decide 
the act unconstitutional it will be 
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necessary for some other method to be 
devised forthwith by the state govern- 
ment for the handling of this vast and 
complicated situation. 


“Regardless of whether the Schack- 
no Law is upheld or thrown out there 
is no question but what additional 
legislation is imperative to handle 
the mortgage problem and to avoid 
a multiplicity of litigation. There has 
been no wish on the part of the Super- 
intendent of Insurance to take on 
greater responsibility than the law in- 
dicated. I am firmly of the opinion 
that the state should take the respon- 
sibility of setting up some form of 
mortgage authority entirely inde- 
pendent of the Insurance Department 
created under the greatest safeguards 
and consisting of the best business and 
real estate ability available for the 
purpose of acting for certificate hold- 
ers and other mortgage investors. 
Such authority could give this sub- 
ject the highest type of specialized 
service. 


“It must be kept in mind that the 
primary purpose of an Insurance De- 
partme: nt is to supervise the business 
of insurance in the interest of policy- 
holders and the public generally. It 
should carry the present responsibil- 
itv in the mortgage rehabilitation sit- 
uation only until such time as other 
agencies are provided either by the 
legislature of by concerted action of 
the investors themselves. 


“From the beginning of the rehabili- 
tation proceedings obvious defects of 
existing statutes both as to general 
policy and administrative detail were 
observed. It has been part of the 
work of the Department to note these 
defects and in the light of experience 
to formulate definite recommendations 
for additional or amending legislation. 
This will be presented in the first in- 
stance to the Moreland Commissioner 
for consideration in his formation of 
legislative suggestions. 

“The state is confronted with a 
mortgage problem that is closely con- 
nected with the future of real estate, 
the availability of a mortgage market 
and the fortunes and welfare of hun- 
dreds of thousands of its citizens.” 


Another Mutual Veteran 


WE NOTICE IN 
THE MUTUAL 
Forum that F. B. 
Fowler has just 
completed thirty- 
seven years’ serv- 
ice as president 
of the Indiana 
Lumbermen’s 
Mutual Insurance 
Company, a rec- 
ord which is a 
great credit to 
both Mr. Fowler 
and to his com- 
pany, which has 
grown from 
$321,400 insur- 
ance in force in 
its beginning year to $165,000,000 in 1933. 
Congratulations also to the policyholders, 
safely and economically protected for 
nearly four decades. 


F. B. FOWLER 
37 years President 





lowa Mutual Liability Has 
Silver Anniversary 


THE IOWA MUTUAL LIABILITY IN- 
SURANCE COMPANY OF CEDAR RAPIDS 
celebrated their silver anniversary on 
January 16th. After reviewing early 
beginnings a statement by the com- 
pany says: 

“Mr. H. L. Nehls, secretary and 
general manager, with the unflageing 
vigor that has alwavs characterized 
his activities wherever placed, veritably 
took off his coat, rolled up his sleeves, 
and plunged headlong into the job 
of making a real insurance company 
that could hold its head up in the best 
society.” 
l‘urther the comment is made the 

company is now entering on its great- 
est €fa O% prosperity covering not 
only Lowa, but [linois and Minne- 
sota. In all branches of its service 
the Iowa Mutual employs a personnel 
of over twelve hundred. 


Marriage of Mark Kemper 


THE MARRIAGE IS ANNOUNCED OF 
MISS GWENDOLYN ANNABEL WAGNER 
to Mr. Mark Kemper on the fourth 
of January, at Los Angeles, Califor- 
nia. 

ee @ 


Illinois Chamber of Commerce 
Has Committee on Insurance 


FURTHER PROTECTION OF INSUR- 
\NCE POLICYHOLDERS \ND THE FULL 
est development of the insurance ‘in- 
dustry in [llinois brought about 
through rigid enforcement of exist- 
ing [linois insurance liws were re- 
cently announced as basic programs 
of the Insurance Division, Illinois 
Chamber of Commerce, by J. T. 
Meek, Secretary. 

“Our committee,” says Mr. Meek, 
‘is going to work with the Illinois 
Chamber of Commerce as an organi- 
zation representing policyholders and 
business interests in an effort to force 
a cleanup of the Illinois insurance 
situation. The present director of the 
State Insurance Department, [Ernest 
Palmer, is fully accord with our 
program and believes it will be of 
considerable help to him. What the 
[inois Chamber of Commerce will 
do will be to investigate all shaky 
or illegitimate situations in the inter- 
ests of the policyholders and, natur- 
ally, for the betterment of the honest 
companies who deserve the confidence 
and support of insurance buyers. 
("pon completion of all investigations, 
briefs and recommendations will be 
sent to the State Insurance Depart- 
ment for their action. 











8 


FIRE 
NEWS 


Texas Drive on Arson 

HE MATERIAL REDUCTION IN LOSS- 
ES FROM INCENDIARY FIRES H.\S BEEN 
remarkable in those sections of Texas 
where the prosecuting authorities have 
decided they will not tolerate arson 
ind have prosecuted vigorously those 
accused of the crimes, according to 
State lire Insurance Commissioner 
Kaymond S. Mauk. 

During the state’s fiscal year Sep- 
tember 1, 1932, to September 1, 1933, 
the fire marshals division of the 
Texas fire insurance department con- 
ducted and assisted in the investiga- 
tion of 250 suspicious fires which re- 
sulted in 64 cases being presented to 
Grand Juries, 40 indictments, 18 con- 
victions, 21 cases pending to a trial 
and 17 cases pending action of 
grand jury, Commissioner Mauk says. 
These are independent of many in- 
dictments and convictions returned 
during this period in cases worked 
up by the local authorities. 

“Incendiarism, better known as ar- 

m, had become almost a business in 

Texas up until about the first of the 
ear 1932, at which time a concerted 
drive was begun by the various city 
officials, fire marshals, county and dis 
trict attorneys from the state fire in- 
urance department to stamp it out,” 
(Commissioner Mauk said. “Incendiar 
ism has been curbed to a large extent 
throughout the state, vet in) many 
localities it is still prevalent. In such 
localities this condition is largely the 
result of the general indifferent atti- 
tude on the part of the people to- 
vards this crime.” 


Annual Fire Loss Lower 

THE TOTAL FIRE LOSS DURING 1933, 
\S REPORTED BY TILE NATIONAL BOARD 
of Fire Underwriters, was $316,897,- 
733.00 as compared with $442,143,- 
311.00 in 1932, and $452,017,026.00 
in 1931. The total for 1933 was $125,- 
245,578.00 below that for 1932, a de- 
crease of 28.4%. 

The very material saving in fire 
loss cost was attributed by experts to 
a number of different causes. It was 
felt that there was less moral hazard 
than previously. The country was 
pretty well deflated by the end of the 
Spring of 1933 and there was less 
reason for weak concerns to be care- 
less with reference to the fire hazards 
of their promises, and there was 
much less incentive to arson. The in- 
crease in commodity prices, which be- 
gan last Spring, is also given a great 
deal of credit by some, and the 60- 
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day loss payment clause, in force 
among the stock companies, is be- 
lieved partly responsible by others. 

Companies have been more exact- 
ing in their underwriting and inspec- 
tions in an effort to reduce losses and 
there have been many fire prevention 
movements of various kinds. 

The dwelling house losses in 1933 
dropped down to an almost normal 
percentage again and this improve- 
ment made a big difference for many 
companies, 

ee @ @ 


Nebraska Changes Marine 
Ruling 


INSUR\NCE DIRECTOR HERDMAN OF 
NEBRASKA FOLLOWING A HEARING, 
has vacated a former ruling in which 
he accepted the uniform definition of 
marine insurance adopted by the Na- 
tional Convention of Insurance Com- 
missioners to the extent that it shall 
not include floater furrier policies. 
Ile also suspended action until a 
hearing can be held on whether the 
all risk comprehensive household pol- 
icy now being sold in the State com- 
plies with legal requirements. 


Washington Considers Fire 
Fund 

\ STATE FIRE INSURANCE FUND FOR 
THE INSURING OF PUBLIC BUILDINGS 
and property of political subdivisions 
of the state is created by a bill which 
passed both houses of the \Washing- 
ton State legislature on January 
12th. Governor Clarence 3. Martin 
has been asked by various organiza- 
tions to hold a hearing on the bill be- 
fore signing it so that all of the argu- 
ments against such a state fund may 
he presented to him. Property con- 
servatively estimated at more than 
$200,000,000, including state, county, 
school district and port commission, 
would be affected by the self-insur- 
ance measure. 


Decision on Cigarette Loss 
\ TEST CASE ON THE LIABILITY OF 
AN INSURANCE COMPANY FOR CIGAR- 
ette losses was decided in favor of the 
companies in the Peoples Court of 
saltimore. Suit was brought by Sam- 
uel Shoar against the National Liberty 
with testimony on behalf of the plain- 
tiff that a lighted cigarette had been 
negligently left on the arm of the chair 
and that a definite burn about the size 
of a half a dollar resulted. The ad- 
juster representing the insurance com- 





pawy, on its behalf, testified that he 
examined the chair shortly after the 
loss was reported and the only evi- 
dence of damage was a scorch which 
took the outlines of a cigarette, and 
that there was no penetration of the 
supporting fabric. On this evidence 
the magistrate held that no fire had 
occurred within the meaning of the 
policy and accordingly claim was de- 
nied, 


It is the opinion of the attorneys 
that this decision should not be re- 
garded as establishing a precedent 
since the court in question was of lim- 
ited jurisdiction and at the present 
time it is not known whether any ap- 
peals to a higher court will be taken. 


Marine Committee Organizing 
THE JOINT COMMITTEE OF FIRE, 
CASUALTY AND MARINE UNDER- 
writers who will interpret the insur- 
ing powers agreement which was ap- 
proved by the National Convention of 
Insurance Commissioners last June 
is expected to organize in the near fu- 
ture, since most of the companies have 
now signed the enforcing agreement. 
The joint committee consists of B. M. 
Culver, President of the America 
‘ore; P. L. Haid, President of the In- 
surance [éxecutives Association; H. 
M. Hess, Manager New York lire 
Insurance [-xchange; P. 1}. Sommers, 
Vice President of The American of 
Newark, and Harold Warner, United 
States Manager of the Royal, Liver- 
pool, London and Globe Fleet, for the 
fire offices: J. \. Beha, General Man- 
ager National Bureau of Casualty and 
Surety Underwriters and A, F. La- 
frentz, President of the .\merican 
Surety, for the Casualty companies: 
D. F. Cox, Appleton & Cox ; Hindon 
Chubb of Chubb & Son; IF. 1B. Me- 
Bride, Firemens Fund: FE. J. Verrin, 
Automobile; and H. 11. Reed, North 
America, for the marine offices. 


The interpretive agreement as 
drafted by the underwriters has been 
approved by supervising officials of 27 
states. Two of the latest to indorse it 
were Commissioner Brown of Mass- 
achusetts and Commissioner Olsness 
of North Dakota. The first rulings 
of the body have recently been an- 
nounced. 


(ne is that silverware may not be 
insured under a jewelry floater or any 
other marine policy, while in the per- 
manent residence of the assured un- 
less possessing the qualities of a fine 
art. Ordinary household silverware 
may not be insured marinewise, unless 








the permanent residence of the in- 
sured is excluded. 

The Committee states that Neon 
signs and street clocks are not specifi- 
cally mentioned in the nationwide defi- 
nition and pending further study the 
writing of such risks under marine 
policies will not be out of order. 

Rugs shipped on consignment for 
sale or distribution may not be in- 
sured under marine form for exceed- 
ing thirty days after arrival at con- 
signee’s premises either directly or in- 
directly or by insuring contingent loss 
or liability. 

Stained glass windows which are 
installed and used as such may not be 
insured marinewise unless the com- 
mittee rules otherwise upon submis- 
sion of special case of unusual value 
which possesses the quality of fine art. 


Voting machines, snow removal 
machinery and similar municipal 


equipment of a floating nature, except 
motor vehicles, may be insured under 
subdivision E-2( N ) of the nationwide 
definition, 

Inclusion of coverage on motor ve- 
hicles under contractors equipment 
floater policy is held to be in violation. 
l’ersonal effects or tourist floaters will 
not cover the property of assured 
while in a hotel which is his perma- 
nent residence. Fur stock, meaning 
new furs held for sale, belonging to 
the assured, may not be insured under 
any form of marine policy while they 
are being stored in the premises of the 
assured, 

Coin collections, which are valuable 
hecause of their antiquity or rarity, 
may be insured as fine arts. Sun dials, 
unless possessing qualities of fine arts, 
may not be insured marinewise, nor 
may mausoleums be so insured. 


New York Cooperatives Meet 

THE FIFTY-SECOND ANNUAL CON- 
VENTION OF THE COOPERATIVE FIRE 
insurance companies of New York 
was held at Syracuse on January 26th. 
Ray V. White of Moravia was elected 
l’resident and A. Ml. Faulkner of Am- 
sterdam was elected \ice-President. 
I. W. Vary of Watertown was chosen 
for the post of Secretary and Treas- 
urer. Members of the Board of Di- 
rectors include Mr. White, Mr. 
laulkner, Mr. Vary, C. L.. Cross, H. 
\. Banks, C. L. Thompson, R. J. 
Chase, W. IF. Rasbach, Mr. Ful- 
lagher, 1. J. Simpson and J. Ek. De- 
pew. 

George H. Jamison, chief examiner 
of mutual companies in the State In- 
surance Department, urged closer in- 
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spection of farm property against the 
risk of fire. 

Paul Grace of the James 5. Kemper 
companies warned against over-insur- 
ance, stating that it results in moral 
hazard and a higher loss ratio. Ile 
advised that buildings should be in- 
sured for only 75% of their replace- 
ment value, less depreciation, in order 
to relieve the property owner of any 
temptation, 
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West Virginia to Investigate 
Fire Rates 


THE HOUSE OF DELEGATES OF THE 
WEST VIRGINIA LEGISLATURE HAS 
adopted a resolution calling on the In- 
surance Commissioner to investigate 
tire insurance rates. ‘The pertinent 
part of the resolution reads as fol- 
lows : 

“That the Hon. Edgar Lb. Sims, Au- 
ditor and ex othcio Insurance Commis- 
sioner, be requested to make an 1n- 
vestigation and inquiry into the fol- 
lowing matters: 

“1. Into the fairness and reasonable- 
ness of every and all rates, premium 
charges, schedules and rating methods 
being charged, applied or entorced by 
the stock insurance companies author- 
ized to do business in West Virginia 
under Article 4, Chapter 33 of the 
Code. 

2. Into the propricty and necessity 
of reducing any one or more, or all, 
such rates and premium charges. 

. Into the practice of such com- 
panies in imposing an overhead charge 
of forty-five (45) per cent of prem- 
iums collected for administrative and 
other costs, in order to determine the 
reasonableness of such charge. 

4. Into the advisability of requiring 
such companies to report their losses 
by classes in order that fair, just and 
reasonable rates may be applied and 
discriminatory premium charges avoid- 
ed and the admission of such com- 
panies denied until such reports of 
losses by cJasses are filed with said iri- 
surance commissioner; and, be it 

Further Resolved, That upon the 
completion of this report by the said 
\uditor, he shall file forthwith a copy 
of same with the Governor, caused a 
copy of the same to be transmitted to 
the next session of the Legislature, and 
make public his tindings when the in- 
quiry hereby requested is completed.” 


Probe Wisconsin State Fund 


A PROBE OF THE CONDITION OF THE 
STATE INSURANCE FUNDS OF WISCON- 
sin is expected as a result of testimony 
given before the Economy Committee 
of the Wisconsin State Legislature. 
A transcript of the testimony is now 
before the Attorney General. State 
funds are said to have been largely 
loaned to finance public buildings and 
some principal and interest repayment 
contracts have not been met. It is 
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charged that much of the secur ity for 
loans from the State fund is now 


“frozen”. loans for constructing a 
State Capitol Annex and an Ortho- 


pedic Hospital at the State University 
are said to be involved. 


Other allegations made before the 
Ikconomy Committee were that trust 
funds were loaned to politicians, rela- 
tives and friends, on farms and real 
estate, some of which are now in de- 
fault as to repayment and interest. 
(ther charges are that the State Hos- 
pital and other buildings insured in 
the State fund are lacking in safe- 
guards against fires and form serious 
tire hazards. It is said that the loans 
in question were made according to 
an opinion of the State Attorney Gen- 
eral of a previous administration. 


National Board Changes 
60-Day Rule 


THE FOLLOWING BULLETIN “LAS 
BEEN SENT OUT BY THE NATIONAL 
Board of lire Underwriters: 


“The National Board of Fire Un- 
derwriters after a careful review of 
the present situation and with full 
recognition of the benefits accruing 
from its action, considers that the con- 
ditions which existed at the time its 
recommendations for withholding loss 
payments were adopted have so 
changed as to justify modification 
thereof. It, therefore, recommends to 
its member companies that payment of 
losses in excess of an aggregate of 
$500.00 for all companies interested be 
withheld for not less than 30 days 
after the date of loss; and that they 
continue in the interest of the public 
to use scrupulous care to withhold 
payment for the period stated in the 
policy provided by law in every case 
where there is criticism of origin of 
lire, or regarding a claim made, or 
where investigation of either is under 
way by the authorities. 

“It is recommended that the modifi 
cation be made effective as of Feb- 
ruary 1, 1934.” 

The old recommendation, while 
has caused some hardship and much 
dissatisfaction served several useful 
purposes, It enabled companies which 
last March had but little cash avail- 
able because of the bank moratorium 
to get a breathing spell without expos- 
ing themselves to untavorable com- 
parison with most of the other affili- 
ated companies. Whether it had any 
effect upon losses is a matter upon 
which opinions differ. From com- 
panies inclined to overdue haste in 
settling and paying losses it took the 
advantage they might have derived 
from that policy as their haste did not 
relieve the claimant from waiting 
sixty days for his money. 
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CASUALTY 
NEWS -:> 


Auto Defects Increase 


Hazards 


\ SURVEY RECENTLY MADE BY THE 
NATIONAL BOARD OF CASUALTY & SUR- 
ety Underwriters, based on the figures 
of 42 statewide motor vehicle inspec- 
tion campaigns, shows that nearly 
75% of the motor cars on the road 
today have defects which increase the 
hazard of driving. It is believed that 
the scarcity of funds during the de- 
pression has resulted in many cars 
being driven far beyond what would 
be their otherwise normal mileage and 
has prevented owners from keeping 
up their cars properly. 


[n the statement issued by the bur- 
cau is pointed out that no structural 
defects were discovered in the cars, 
but three-fourths were found lacking 
either inadequate brakes, lights, horns, 
steering mechanism, windshield 
wipers, rear vision mirrors, or safe 
tires. The cars themselves as they 
came from the factories were as safe 
as mechanical ingenuity could make 
them, but they had been permitted to 
get out of order as to the features 
named. 


A study of the statistics shows that 
about the same proportion of defects 
were found in each state and the data 
for Pennsylvania are quoted as repre- 
sentative. 


ligures for the Weystone state 
showed that 1,413,000 cars were in- 
spected, of which 1,054,000 had some 
defect which had to be repaired or 
replaced. This is a proportion of 
Over 7O% of the lights 
could not pass the test and over 50% 
of the tires inspected varied from fair 
to poor. 


14.7%. 


Standard Compensation 
Claim Form 


rE STANDARD FORMS ADVOCATED 
BY THE NATIONAL COUNCIL ON COM- 
pensation Insurance in connection 
with the reporting and administer- 
ing of claims under workmen’s com- 
pensation policies have been adopted 
to date in the states of Alabama, Cali- 
fornia, Connecticut, Georgia, Indiana, 
lowa, Louisiana, Maryland, Massa- 
chusetts, Nebraska, New Hampshire, 
Tennessee, Virginia and Vermont. It 
is assumed that additional states will 
take similar action in the near future 
and eventually use of the forms will 
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be countrywide. The National Coun- 
cil has advised its member carriers of 
the success of its program thus far, 
requesting that each give it “whole- 
hearted cooperation.” 

The five standardized forms were 
drawn up by the National Council 
with the cooperation of Forms Com- 
mittee of the International Associa- 
tion of Industrial Accident Board 
and Commission. They have been ap- 
proved by the companies concerned 
and by the National Convention of 
Insurance. Commissioners. 

Through the use of the new forms 
the reporting of claims, relevant data 
in connection therewith and analysis 
of the information will be consider- 
ably simplified, while the saving in 
printing cost to the company will be 
an important consideration. 


Michigan Eyes Fictitious 
Fleets 


COMMISSIONER C. E. GAUSS OF 
MICHIGAN HAS DISPATCHED \ LETTER 
of warning to carriers writing auto- 
mobile lines in Michigan to the effect 
that the department intends to enforce 
rigidly its ruling of May, 1930, out- 
lawing fictitious fleets. After repeat- 
ing the old ruling in full it is pointed 
out that violations of the regulations 
have recently been reported and that 
it is considered advisable to reiterate 
the department’s position. His state- 
ment in part reads as follows: 

“It has come to the attention of this 
department that some companies and 
agents are disregarding this ruling and 
I am therefore informing you that 
complete compliance with the ruling is 
necessary. | am asking that you ad- 
vise each of your agents in the state 
who solicits or writes automobile in- 
surance that he cease writing fictitious 
fleets in the state of ,Michigan. 

“You are not thoroughly familiar 
with the attitude of this department 
relative to the improper underwriting 
practices complained of above, which 
this department will not condone. 
Violations of the rule which come to 
the attention of this department will 
necessitate appropriate action being 
taken against the offending party.” 


33 Auto Deaths Over 
30,000 


MOTOR VEHICLE ACCIDENTS CLAIMED 
\PPROXIMATELY THIRTY THOUSAND 
five hundred lives in the United States 
during 1933, according to preliminary 
estimates announced by the National 
Safety Council. This represents an 
increase of 3.5 per cent over 1932 but 
is much lower than the total of 1931. 
About fourteen thousand of these 
victims of traffic accidents last year 
were pedestrians, 





Self-Insurers and 


Occupational Disease 

THE SELF-INSURERS ASSOCIATION 
OF NEW YORK HAS ISSUED \ SPECIAL 
bulletin to its members calling their 
attention to the consequences of an 
all inclusive occupational disease 
amendment to the New York Work- 
men’s Compensation Law. 

“Considering this question,” the Bul- 
letin savs, “one should not lose sight of 
the fact that with medical knewledge 
so uncertain and testimony so confus- 
ing, a determination against the em- 
ployer must be expected where there 
is a scintilla of evidence and disability 
is caused or was probably caused by 
the disease contributed to by some 
phase of the occupation. Accidental 
injuries and their consequences may 
be said to be determined with reason- 
able ease, as compared to the uncer- 
tainties of the cause of diseases and 
other human impairments. Serious ex- 
perience in other states, notably Wis- 
consin and Massachusetts, is a warn- 
ing to the serious problem confronting 
us in New York. 

“The liberality of administration of 
the compensation law, the informality 
of evidence that is sufficient to estab- 
lish a claim, the confusing of -medical 
testimony, the general tendency to al- 
wavs give the claimant the benefit of 
a doubt and the inability to appeal on 
questions of fact where a decision has 
been made against the weight of the 
evidence, would seem to spell disaster 
if this state should he burdened with 
such a law.” 


Plan to Simplify Auto 


Manuals 

THERE IS \ CURRENT RUMOR TIIAT 
THE 1934 FIRE AND THEFT AUTOMO- 
bile manual will be issued in a modi- 
fied and simplified form.’ It is under- 
stood that a committee of the Na- 
tional Automobile Underwriters’ As- 
sociation has been working on this 
manual for the past few weeks. A 
subject which has come in for a lively 
discussion is the comprehensive pol- 
icy, since many underwriters and 
agents have found that assureds ob- 
ject to the straight deductible feature 
of the present form. There is a pos- 
sibility of a new policy in which the 
deductible will apply only to collision. 

Some suggestions have been ad- 
vanced for revising the rating for- 
mula so that it will take care of cov- 
erages other than fire and theft on a 
fleet basis. Last year the National 
Association adopted a plan for giv- 
ing experience rates on auto fleets on 
fire and theft only. The present for- 
mula does not apply to collision cov- 
erage. It is felt that since collision 
losses often are more subject to con- 
trol than fire and theft losses the com- 
panies would be more justified in giv- 
ing an experience rate on collision, 








Senior Presents Annual Report 

HOVE FOR THE FUTURE OF WORK- 
MEN’S COMPENSATION BUSINESS IS 
held out by Leon S$. Semtor, General 
Manager of the New York Compen- 
sation Rating Board in his annual re- 
port. He stresses the need of ade- 
quate rates and believes that the ex- 
perimental period is almost over, with 
greater stability to be expected in the 
future. Some pertinent extracts fol- 
low: 

“Twenty years’ experience in work- 
men’s compensation has demonstrated 
the importance of adequate rates and 
an adequate rating system. But rate 
regulation in itself is not a complete 
remedy for the ills to which our busi- 
ness may be subject. Insurance or- 
ganizations are not exempt from the 
universal law governing the survival 
of the fittest. This was made mani- 
fest in the past four years when thir- 
teen companies were admitted to mem- 
bership and thirty-one retired from 
the field. The old fashioned ideas of 
economy and management, careful 
selection of risks, skillful payroll 
audits, competent claim and medical 
service, and wise restraint from over- 
expansion have served well the more 
successful companies toward present 
leadership and will continue to guide 
future aspirants. 


“Tt is not unlikely that the experi- 
mental period in workmen’s compen- 
sation has been passed and that the 
future will bring an assurance of 
greater stability. Indications of im- 
provement are already visible in the 
latest available exhibits of loss ratios. 
Further progress is to be expected if 
we succeed in carrving out the follow- 
ing program in 1934: 

(1) “A general rate revision will have 
for its base an adequate rate level 
and correction of relativity on lat- 
est Schedule Z experience. 

(2) “A review of occupational disease 
values with special reference to 
anv new legislation that may be 
enacted on the subject. 


w 


“Abandonment or modification of 
schedule rating in the interest of 
simplicity and economy — with 
greater freedom for safety work 
bv individual carriers. 

(4) “Revision of experience rating so 
that reserve values may not be 
used as a means for unfair com- 
petition. 

(5) “Extension of inspections and 
payroll audits as a basis for 
proper classification of risks and 
accurate determination of premi- 
ums. 

“The success of this program will 
depend to a large degree upon the 
cooperation extended to the staff and 
committees of the Board by the in- 
dividual carriers. | feel confident 
that we shall have your support in 
the fulfillment of this program which 
| regard as essential in any plan de- 
signed to restore normal conditions 
to casualty insurance.” 
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C. W. Brown Made Manager 
of Merchants Mutual Casualty 


Cc. W. BROWN, FOR THE PAST FIVE 
YEARS, FIRST VICE-PRESIDENT AND 
Secretary of the Merchants Mutual 
Casualty Company, was _ re-elected 
Vice-President and Secretary and 
made General Manager at the annual 
meeting of the Company held in the 
Home (Office in buffalo, N. Y., eb 
ruary 13th, 1934. 

Mr. Brown became associated with 
the late J. R. Young and the late O. 
3. Augspurger during the first month 
of Mr. Young’s organization of the 
Company, and for sixteen years has 





Cc. W. BROWN 
Newly Elected Manager of Merchants 
Mutual Casualty 


been in complete charge of produc- 
tion and underwriting. He has seen 
the Company grow from $117,000 
premium business in New York 
State the first year to more than $3,- 
000,000 a year extending over six- 
teen states in which the Company 
now operates. 

“The financial condition of the Com- 
pany is very gratifying,” said Mr. 
Brown. “At present market values 
the surplus of the Company today is 
greater than it ever has been in the 
history of the institution. Our busi- 
ness over the past vear has been very 
satisfactory, not only from the stand- 
point of volume, but from the equally 
important position of accident experi- 
ence. The past four month's business 
has shown a steady increase over the 
corresponding period a vear ago, and 
the trend of our loss ratio for the vear 
ending December 3lst shows a decided 
improvement. 

“A tremendous improvement in busi- 
ness for the automotive industry is in- 
dicated which cannot help but be re- 
flected on the insurance business. The 
heaviest schedules in years have been 
announced by automobile manufactur- 
ers. While some insurance authorities 


are inclined to view with alarm the in- 
creasing tendency towards greater and 
still greater speed, it is also true that 
the average new car owner is inclined 
to handle his car more carefully thus 
depreciating to a marked degree this 
hazard. Specd we must recognize is 
here to stay, and the ultimate remedy, 
I believe, is still greater improvement 
of highways, and education of the au- 
tomobile owner to the importance of 
careful driving. Agents have an op- 
portunity to increase their writing of 
automobile public liability and prop- 
erty damage, and in particular colli- 
sion; likewise to show policyholders 
that theirs is a real profession and 
something far greater than mere rou- 
tine of policy forms and premium 
collecting.” 
ee @ 


Detroit Payroll Audits 


Increase 

P. W. A. FITZSIMMONS, PRESIDENT 
OF THE MICHIGAN MUTUAL LIABILITY 
Co., has this to say about the business 
outlook as reflected by conditions in 
the auto capital of America: 

“Detroit, enjoying almost a monopoly in 
the making of the most popular automo- 
hiles will secure patronage from 47 other 
states, aside from exports, and should see 
real boom times during a considerable por- 
tion of 1934 as a logical outcome of the 
vast sums being disbursed by the Federal 
Government. 

“Other major industries, which are not 
directly connected with the automobile in 
dustry, have greatly increased their num 
ber of employes, under the same stimulus. 

“Our own payroll audits, for example, 
show a pottery normally employing 500 
now employs 980; a castings company nor 
mally 180 now has 320 employes; a paper 
company normally 200, now has 325 work 
ers; a machine company, normal 40, now 
109; a spring concern (not automotive ) 
normal 90, now 150; a general tool plant, 
normal 65, now 250; a lumber company, 
normal 30, now 55, and with a large ship- 
ping crate contract will double in the next 
30) days; non-automotive brass products, 
normal 40, now 65; a leather company 
(shoe trade) normal 30, now 85; furni 
ture manufacturer, normal 50, now 180; 
an export tool company, normal 300, now 
800; a dredge repair and building concern, 
normal 3, now 10; a stove company, normal 
800, now 1200; a yarn and thread company, 
normal 40, now 60; a garment manufac- 
turer, normal 800, now 1600; a non-auto- 
motive brass company, normal 112, now 
325. 

“While in this group the individual in- 
creases range from 67% to 285%, the 
average over the whole group is 198% of 
normal. 

“Another plant on our books with 4800 
employes operates three shifts; another, a 
stecl plant, employs 8500; some of our 
tool-making plants operate 16 hours a day. 

“Men by hundreds are leaving present 
employment and going back to their old 
jobs in plants. Even the ranks of domestic 
help are being depleted in some localities, 
many women returning to industrial jobs. 
Taxicab companies are losing drivers from 
the same cause; one such company has 
even used the radio to secure badly needed 
drivers.” 





The Journal of American Insurance will 
bring you authoritative articles on a variety 
of subjects every month . . . $2.50 per year. 
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HOLC Speeds Loans 


The magnitude of the operations Island and Vermont. 


of the Home Owners’ Loan Corpora- 
tion in giving service to applicants 
for funds to finance mortgages is 
evidenced by a recent report showing 
that during one week, 8,194 loans on 
individual homes were closed and 
paid out. This involved a total of 
$22,792,031. 

During the same week agents of 
the Corporation received 25,860 
inortgagees’ signed agreements to ac- 
cept the 18 year 4% bonds of the 
Corporation in exchange for their 
mortgages. These “consents” cov- 
ered $75,096,189 in refinancing ap- 
plications. In the concerned 
the properties had been previously 
approved after preliminary appraisal. 


cases 


The cumulative total of applica- 
tions thus “tentatively approved” by 
the Corporation late in January num- 
bers 313,495, amounting to $887,- 
004,733. 

The Board of Directors has an- 
nounced the appointment of William 
IH]. \MlcNeal as General Manager of 
the Home Owners’ Loan Corpora- 
tion. Mr. A. Ee. Hutchison, who has 
heen acting as Secretary and General 
Manager, will continue as Secretary. 

Mr. McNeal, who is a native of 
Kansas, has been associated with the 
Corporation as a Special Representa- 
tive of the Loard and has been en- 
gaged recently in directing the reor- 
ganization of the Corporation’s work 
in Hlinois. In recent years until ap- 
pointed to the staff of the Corpora- 
tion, \lr. McNeal has been associated 
with the New York Title and Mort- 
gage Company of New York City. 

Three new Assistant General Man- 
agers have also been selected: T. T. 
Hawksworth, Nugent Fallon and 
Charles S. Robb. 

\lr. Hawksworth, of Akron, for- 
merly served as .\ssistant State Man- 
ager of the Tlome Owners’ loan 
Corporation in Ohio. He is a man 
of wide experience in financial and 
real estate affairs, and was for some 
time connected with the Home Con- 
struction Division of Sears, Roebuck 
and Company. He will be in charge 
of District No. 4, comprising the 
states of Hlinois, Indiana, Michigan 
and Wisconsin. 


Nugent Fallon, originally of DBos- 
ton and more recently New York 
City, has been engaged for the past 
twenty-five vears in banking and real 
estate in Massachusetts and New 
York. He has supervision over Dis- 
trict No. 1, including Connecticut, 
Maine, Massachusetts, New Hamp- 
shire, New Jersey, New York, Rhode 


Charles S. Robb is well known as 
a successful real estate man in Mary- 
land and the District of Columbia, 
where he has been associated with va- 
rious prominent real estate concerns. 
His territory, District No. 2, com- 
prises Delaware, Maryland, Ohio, 
lennsylvania, Virginia, West Vir- 
ginia and the District of Columbia. 

tach of these Assistant General 
Managers is attached to the head- 
quarters of the Home Owners’ Loan 
Corporation in Washington, D. C., 
and administrative problems in the 
respective areas will be referred to 
the Assistant General Manager in 
charge. 
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Commissioner Changes 
in District of Columbia 


Herbert IL. Davis, has been trans- 
ferred from one important post to 
another in the District of Columbia 
He leaves the office of Commissioner 
of Insurance and is now a member 
of the Board of Assessors. 

Mr. Davis, during his term as 
Commissioner, established a high rep- 
utation for efficiency and for watch- 
fulness over the best interests of 
both the companies and the policy- 
holders. He has been especially ac- 
tive in safeguarding the rights of the 
public in the winding up of com- 
panies which failed because of bad 
management. Likewise he has had 
much to do with exposing the abuses 
which grew up in the investment 
world during the boom years. 

He became widely known as a mem- 
ber of important committees of the 
National Convention of Insurance 
Commissioners, and his addresses 
before the meetings of that body, 
particularly on the subject of invest- 
ments have been given much atten- 
tion, 

Few have enjoyed such a large ac- 
quaintance among men of  promi- 
nence. He numbers a host of gov- 
ernment officials, senators, congress- 
men, and business executives, as well 
as celebrities in’ professional and 
artistic fields, among his intimate 
friends. 

He is author of books on certain 
technical legal subjects which are in 
constant use in the libraries of attor- 
neys. Mr. Davis has been much sought 
after as a speaker and has the gift 
of helping to start movements look- 
ing toward civic betterment. 

The District has been fortunate in 
having as Commissioner so well qual- 
ified a man. While it is regrettable 


that one of his experience should 
be transferred at the height of his 
usefulness, it is a tribute to Mr. 
Davis that he so organized his De- 
partment as to allow the new ap- 
pointee to take up the work of the 
Commissionership with little lost 
motion, 

Commissioner |. .\. Marshall, who 
comes into the office, merits the good 
will of all the insurance world, and 
will be given the most complete co- 
operation. His record in’ business 
circles is one of fair dealing and 
strict adherence to the best practices. 
These qualities carried over into his 
management of the District’s Depart- 
ment will make certain the success 
of his administration. 
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Walmsley Resigns in 


Louisiana 

Rk. M, WALMSLEY TENDERED HIS RES- 
IGNATION AS CHAIRMAN OF THE 
|_ouisiana Insurance Commission and 
although it was refused by the other 
members of the Commission it will be 
adhered to, according to a statement 
issued by Mr. Walmsley. The retir- 
ing chairman, however, made it clear 
he was not withdrawing from the 
comnission, intimating rather that he 
would resort to the courts to retain 
membership in the face of opposition 
from Senator Huey P. Long. 

The Louisiana Insurance Commis- 
sion, in its executive session, named 
William MM. Campbell, former State 
‘ire Marshal, as chief clerk and of- 
fice manager to succeed A. I. Black- 
mar, who served in that capacity since 
1926. 
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National Association of 


Brokers 


ONE OF h HE NEWEST OF THE INSUR- 
\NCE ORGANIZATIONS IS THE NA- 
tional Association of Insurance Bro- 
kers, which is just being launched in 
time to take a part in the coming 
hearings on the agents’ code, 

The group is a Federation of \sso- 
ciations with provisions for admission 
of any individual brokers who have 
offices in towns or cities outside of 
territory served by existing associa- 
tions. The National Association will 
act only in emergencies and in matters 
having a national significance to all 
brokers. The work of individual 
brokers associations will continue as 
at present conducted under full con- 
trol of local bodies. Tach association 
is entitled to have two representatives 
on the executive committee, which 
will elect officers and conduct the as- 
sociation. 
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Minutes and 


Who Pays for Fire Damage Is Sometimes a Question of 


May 


of Cancellation. 


Involve the Interesting Subject 


An Attempt to Eliminate Collec- 
tion Troubles Which Will Mean 
More Work for the Lawyers 


LEGAL ASPECTS OF AUTOMATIC CANCELLATION 


EGAL reforms often turn out 

to be illusory gains. The prac- 

tical evil at which the law is 
aimed may be undeniably serious, and 
yet the legal device created to end it 
may prove ineffective in operation 
and may give rise to a host of new 
troubles. A backward look down the 
path of the law reveals the wreckage 
of many a discarded experiment. This 
does not mean that we should experi- 
ment no more. It does mean that, be- 
fore adopting any innovation which 
will have widespread and important 
consequences, we should try to fore- 
cast the probable gains and losses. 


Legal experiments, unlike medical 
experiments, cannot be carried on in 
laboratories; they must be tried out 
on live human beings. The insurance 
agent would like to discover a vac- 
cine against slow pay and free insur- 
ance, two grievous ailments ‘of his 
business. He cannot try out his vac- 
cine on guinea pigs or white rats. If 
he experiments at all he must try out 
the new anti-toxin on his customers. 
The vaccine of automatic cancella- 
tion for non-payment of premiums 
may work wonders, or it may en- 
gender new ailments without substan- 
tially reducing those against which it 
is designed to afford immunity. The 


By EDWIN W. PATTERSON 
Professor of Law, Columbia University 
AUTHOR: THE INSURANCE COMMISSIONER IN THE 


UNITED STATES; CASES AND MATERIALS ON 
THE LAW OF INSURANCI 


present discussion is intended merely 
to forecast some of the legal conse- 
quences of automatic cancellation. 
The National Association of In- 
surance Agents has voted in favor? 
of the insertion in insurance policies 
(fire, casualty and surety) of a clause 
declaring that the policy shall be null 
and void if the premium has not been 
paid by a certain day of the month 
following that in which the policy 
became effective. Roughly speaking, 
thirty days is to be the limit of credit 
extension. If the insured has not paid 
his premium by the expiration of that 


period, his insurance expires automat- 


ically. No warning by the agent, no 
notice from the company, need be 
given the insured. To free the agent 
of the burden and risk of collections, 
it is essential that the clause shall op- 
crate automatically. 

ee @ 

The Evils to Be Remedied 
HAT the proposed reform is 
aimed at recognized and import- 

ant evils no one would question. 


Present policy forms do not require 
payment of the premiums as a condi- 
tion of the insurer’s liability to pay 
for losses. The issuance and delivery 
of a policy to the insured with his 
assent makes him a debtor for the 
amount of the premium, since by ac- 
cepting the policy he impliedly prom- 
ises to pay the stipulated premium. 
Like any other debtor he can be sued 
for the premium. .\ law-suit is, how- 
ever, a last resort for the enforce- 
ment of legal obligations, and it is in 
Many instances not an economically 
effective one. Most policy-holders pay 
their premiums eventually, without 
being sued. The evils arise from two 
classes of policy-holders, the slow- 
payers who eventually pay, and the 
dead-beats who never pay. 

The former throw upon the local 
agent, who ordinarily guarantees pay- 
ment of the premium to his company, 
the trouble and expense of dunning 
the policy-holder, and the credit 
strain, that is, the burden of financing 
his business during the interval of 
delay in payment. The latter are 
chiselers. By holding onto his policy 
the dead-beat gets free insurance cov- 

' By a post-card vote, 4,174 in favor and 1,211 
opposed (American Agency Bulletin, Oct. 21, 1933, 
p. 19). See also Journal of American Insurance, 


Nov., 1933, p. 8. The Association has more than 
45,000 members. 














14 


erage down to the time when the pol- 
icy expires or, as 1s more likely, until 
it is cancelled by notice. If a loss 
occurs, greater than the premium, he 
has a legal right to payment of the 
loss, within the terms of the policy ; 
he will gladly allow deduction of the 
premium. If no loss occurs he never 
pays, because it is not worth while 
to sue him. [ven if the agent is vig- 
lant in cancelling the policy, the 
dead-beat can go from one agency to 
another, taking his dole of free insur- 
ance. Nor will the cost be borne 
wholly by the agents or the com- 
panies. In a highly competitive busi- 
ness, and especially one in which rates 
are fixed by law on the basis of in- 
come and outgo, the great mass of 
honest policyholders will eventually 
pay for the dead-heats. 


The Form of the Clause 

Hl. question is not whether these 

evils exist, but whether the pro- 
posed remedy is a just, economical 
and effective one. In order to deter- 
mine the legal consequences of the 
proposed clause, its precise wording 
must be considered: 

“The premium herein must be paid in 
cash to the agent issuing this policy or to 
an authorized representative of the com- 
pany, on or before the........-..00% day 
of _the month succeeding the month in 
which this policy is to become effective. 
Unless so paid at that time, this policy 
shall be null and void from such date.” 2 


Difficulties of Adoption 

FR HE uniform adoption of this 

clause in all policies of the types 
mentioned can be brought 
about either by legal requirement, or 
by legal permission plus unanimous 
action of the insurance carriers. In 
most of the casualty and surety lines 
the policy form is not rigidly pre- 
scribed, nor is the insertion of new 
provisions subject to the approval of 
the state insurance department. In 
such cases the adoption of the clause 
requires no legal change. In some of 
the casualty lines, such as work- 
men’s compensation and automobile 
public liability, the approval of the 
insurance commissioner will be neces- 
sary in a number of states. The fire 
insurance policy will give the great- 
est difficulty. In about half the states 
the form of this policy is prescribed 
by statute, and cannot be changed 
without legislative action. One can 
foresee the difficulty of getting 
twenty-four insurance departments to 
recommend such a change and twen- 
ty-four legislatures to adopt it. It is 
true that everywhere additions to the 
policy form are made by attaching 
2 Ibid 


above 
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riders to it; but these are either 
blank-fillers or they diminish the con- 
ditions which the insured must ful- 
fill. The addition, by a rider on a 
statutory form, of a clause obviously 
unfavorable to the insured would at 
least be of doubtful legality. 


Interpretation of the Clause 
that the automatic 


Fue "MING 
cancellation clause has been law- 


fully inserted in policies, three types 
of legal problems will arise: 1. The 
interpretation of the clause; 2. 
Waiver and estoppel; 3. Its effect on 
the rights of persons other than the 
named insured. 

Nothing is more astonishing to the 
layman than the number and variety 
of doubts which can arise in the ap- 
plication of apparently simple lan- 
guage to situations which come before 
courts. For instance, the word “void” 
has been the subject of countless 
judicial opinions ; it has been a favor- 
ite word with insurance carriers in 
drafting their policies. Although it 
has long been used in fire insurance 
policies, the courts have generally 
held that, for some purposes at least, 
it means only “voidable.” Does a 
breach of warranty, such as increase 
of hazard or other insurance, make 
the policy void for good, or does it 
only suspend the coverage while the 
breach continues? The courts of dif- 
ferent states are about evenly divided 
on this question; it has fortunately 
become less important in states which 
use the Commissioners’ Policy with 
its numerous “while” clauses. Adding 
“null and” to “void” will have no 
consequence except an increased use 
of ink. 

The word “cash” is delusively 
simple. On first reading one would 
take it to mean lawful currency of 
the United States, or the country in 
which the payment is made. As so 
interpreted, payment by check would 
be excluded. The insured would thus 
have to deliver to the agent currency 
for the amount of the first premium. 
If the insured sent only a check, the 
policy would be “null and void.” 
Does any one imagine that such an 
interpretation would be accepted by 
a court familiar with the well-nigh 
universal custom of paying by check ? 
If the agent cashes the check within 
the thirty-day period, it would seem 
the premium has been paid in “cash.” 
Suppose he cashes it after the period 
has expired; or suppose he at once 
deposits it to his account, receiving 
only a bank credit ? Literally, the pol- 
icy is now “void”; but would courts 
be literal? Would they not say that 
a check of the policy-holder is the 
equivalent of cash, at least if not 


objected to? Then what about the 
check of a third person, or a draft 
drawn on a third person? And then 
what of the agent who takes pay- 
ment in ,services or commodities 
which both the agent and the insured 
treat as “cash”? These questions have 
frequently arisen in life insurance 
litigation. Here, too, they would be 
likely to fatten the lawyers. 

People do not pay their bills (ex- 
cept petty ones) literally in “cash.” 
The habits of people are in conflict 
with the proposed clause. When the 
words of a contract clash with popu- 
lar habits, the law books become be- 
sprinkled with quibbles and the 
written words usually get the worst 
of it. Already one agent has sug- 
gested that the clause be so worded 
as to permit A~he acceptance of an 
interest-bearing promissory _ note.* 
The giving of a note would make it 
easier to prove that the insured had 
definitely agreed to pay the premium ; 
it would allay the doubt which arises 
when a policy is mailed to the insured 
and he makes no reply; but it would 
not substantially alleviate the evils de- 
scribed above. 

“To the agent issuing the policy or 
to the authorized representative of 
the company” would undoubtedly 
give rise to questions of authority 
similar to those which have arisen 
under other policy provisions. An 
agent can delegate his power to do 
ministerial acts, such as receiving 
payments. In a large agency office, 
to whom has this power been dele- 
gated :—the cashier, the solicitors, 
the typists, the office boy? True, 
these questions are raised under ex- 
isting forms; the clause in question 
will merely multiply the need for in- 
terpretation. 
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Waiver and Estoppel 
NFORCEMENT of the cancel- 
lation clause means automatic 

forfeiture; and forfeitures are not 
favored in the law. Elastic inter- 
pretation is not ‘the only way the 
courts have found to clear themselves 
of the charge that they “make con- 
tracts for the parties.” “Waiver and 
estoppel,” the twins of insurance law, 
can do much of the work. True, they 
will not work if the company and 
its agents uniformly and consistently 
take advantage of forfeiture provi- 
sions. Lut most insurance agents are 
more kind-hearted than the forfeiture 
provisions would indicate; and any 
sign of weakening will be seized upon 
as the basis for a waiver or an es- 
toppel. 

* American Agency Bulletin, July 28, 1933, p. 10. 
Significantly, he states: ‘“‘We find that we would not 


be in business today if it were necessary for pre- 
miums to be paid in cash only.” 
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Suppose, for example, that the pol- 
icy-holder, on receiving his policy, 
asks the issuing agent :—‘‘How soon 
do | have to pay this premium ?” The 
obliging agent, however hard-up he 
may be, says: “No hurry; take as 
long as you like.” Relying thereon, 
the insured does not pay until after 
the prescribed period and after a loss 
has occurred. It is highly probable 
that a majority of state courts would 
hold that the agent has “waived” the 
forfeiture, or that the company is 
“estopped” to assert it, despite the 
existence of a “non-waiver” clause 
in the policy. If it be proved that the 
company had actually authorized this 
agent to extend credit, even at the 
agent’s risk, or had previously ac- 
quiesced in the practice, the Federal 
Courts would fall in line with the 
state courts.* At the extreme would 
be the case where the agent, after the 
policy has become “void,” requests 
payment of the premium. This would 
waive the forfeiture, according to 
some courts, though clearly not a 
majority. If the agent were to accept 
payment after the grace period had 
elapsed, in the absence of deception 
as to changes in the risk the insured 
would probably be covered. The au- 
tomatic cancellation clause, if adopted, 
will undoubtedly swell the perennial 
crop of waiver-and-estoppel _ liti- 
gation. 
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Rights of Third Persons 


HAT effect will non-payment 

of premium by the named in- 
sured have upon the rights of third 
persons? Will the policy be “void” 
as to them also? Three classes of 
persons may be considered — the 
mortgagee, under a standard mort- 
gagee clause; the injured person, in 
case of automobile liability insurance ; 
and sub-contractors under bonds 
given by contractors on public works. 
Unless the standard mortgage clause 
is expressly altered, the automatic 
cancellation clause will have no effect 
on the right of the mortgagee, since 
no act or neglect of the mortgagor 
can affect his rights. On the other 
hand, a person maimed in an auto- 
mobile accident, due to the negligence 
of an automobilist, will have no re- 
course against the insurer if the in- 
sured has defaulted in payment of 
premium. As to this one can only 
say that the injured person’s right is 
already hedged about with conditions 
of notice and cooperation by the in- 
sured which often defeat his claim, 
and that piling on one more straw 
may break down the opposition to 
*See, for example, Schwartz v. Northern Life Ins. 
Co., 25 F. (2d) 555 (C. C. A., 9th, 1928), and the 


leading case of Knickerbocker Life Ins. Co. v. Norton, 
96 U. S. 234 (1878). 
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compulsory insurance of the Massa- 
chusetts type. 

In those instances where liability 
insurance is compulsory for the bene- 
fit of third persons, it seems safe to 
say that the insertion of the cancella- 
tion clause would not affect the rights 
of such third persons. l’or instance, 
where an automobile liability policy 
is issued pursuant to a financial re- 
sponsibility statute, it is usually pro- 
vided by law that the policy cannot 
be cancelled without notice to the 
commissioner of motor vehicles; au- 
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Although So Vital a Part of Business Life 
Today, Insurance Is Little Understood By 
the Average Policyholder. 


tomatic cancellation would thus be 
inoperative. In such cases as com- 
pulsory taxi bonds, omnibus bonds, 
workmen’s compensation insurance, 
and bonds on public works, a defini- 
tive answer could not be given with- 
out investigation of the — statute 
requiring the policy or bond, but it 
is hard to believe that the interests 
of third persons protected by such 
statutes would be sacrificed to the 
interests of the insurer. Thus the 
automatic cancellation clause could 
not be relied upon to eliminate many 
instances of free insurance. 


Fairness to the Average Policyholder 
I the automatic cancellation clause 
would cut off the insurance pro- 
tection of only those policyholders 
who have no intention of paying their 
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premiums, it would be unobjection- 
able. Only the dead-beats would be 
affected. Unfortunately, its legal con- 
sequences would not be so restricted. 
The insured who neglects to pay his 
premium due to forgetfulness or ac- 
cident will be caught in the trap of 
automatic cancellation—and without 
warning, for such a_ policyholder 
would also neglect to read his policy. 
If a loss occurs, he finds to his sad 
surprise that he is uninsured. This 
is too drastic a penalty for honest 
carelessness. It is too severe even for 
those who deliberately put off paying 
insurance bills, like doctor’s and 
dentist’s bills, because they regard 
them as luxuries. In other credit 
transactions with which he is familiar 
the policyholder does not find such 
a harsh penalty for delay. He does 
not automatically grow ill again when 
he fails to pay his doctor, or starve 
when he fails to pay his grocer. Even 
when he buys goods on the install- 
ment plan( conditional sale contract) 
he has warning before the goods are 
retaken by the seller. Here, unless by 
courtesy, he has none. 


The automatic cancellation plan 
bears a family resemblance to for- 
feiture provisions in life insurance 
contracts. In each case a contract 
which has taken effect is terminated 
for default in payment of premiums. 
Yet there are important differences. 
The severity of forfeiture in life 
insurance is moderated by non-for- 
feiture provisions (extended or paid- 
up insurance) which have no coun- 
terpart in fire or casualty insurance. 
The injustice of forfeiture without 
other warning to the policyholder 
than the terms of his policy led to 
legislation requiring the insurer to 
give written notice shortly before the 
due-date of the life insurance pre- 
mium. A notice by mail is a more 
effective warning than one hidden 
in the mazes of a policy. Similarly, 
adding to the automatic cancellation 
clause a requirement of written no- 
tice would make it much fairer to the 
insured, especially if the notice were 
sent after the delivery of the policy. 
But a really effective warning to the 
insured is likely to be as burdensome 
to the local agent as the present plan 
of optional cancellation. 

The fire insurance policy is already 
filled with many conditions of auto- 
matic forfeiture, all designed to put 
upon the insured the burden of no- 
tifying the agent of changes in the 
risk, and of obtaining necessary en- 
dorsements. A half century or more 
of continuous use of these provisions 
has not sufficed to educate the insur- 
ing public to an habitual and punctual 
observance of them. Many a policy- 
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holder has lost his insurance protec- 
tion because of an inadvertent non- 
compliance with one of the numerous 
clauses in the policy. The insertion 
of the automatic cancellation clause 
will, to use the language of a New 
York judge, add one more condition, 
“crouched unseen, in the jungle of printed 
matter with which a modern policy is 
overgrown 

The insurance business is not a purely 
private enterprise ; it is “affected with 
a public interest,” that is, subject to 
governmental regulation. In the in- 
terest of the insuring public no addi- 
tions should be permitted to the list of 
conditions of automatic forfeiture." 
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Some Alternative Remedies 

I’ the insurance agents are ready, 

unanimously, to tighten their belts 
and adopt a practice of plain speak- 
ing in their dealings with the public, 
they have a sufficient legal weapon in 
the cancellation clause which is found 
in nearly all the policies of the type 
here referred to. In some policies a 
five-day notice is required, in others 
ten. \s one agent, opposing the au- 
tomatic cancellation clause, remark-d, 
the agent can “repossess the policy 
“at no more cost than a_ registered 
letter.” 7 By using this method the 
agent can reduce the maximum period 
of “free insurance” to thirty days. 
The automatic cancellation clause 
will accomplish no more, for it, too, 
gives the “dead-beat” thitty days of 
free insurance. 

The plain truth is that voluntary 
action of the agents and companies 
will never, alone, bring about the uni- 
even approximately uni- 
form, observance of a tight rule as to 
premium payments. In a highly com- 
petitive business, dependent upon 
friendly relations between agent and 
customer, each agent may justly 
hesitate to adopt collection practices 
which will drive the business to his 
competitors. As long as “chiseling” 
is profitable it cannot be stamped out 
by extra-legal methods. The framing 
of a code or codes for insurance car- 
riers, under the N. R. .\., offers an 
opportunity to adopt one or more of 
the following alternatives : 

1. A rule that the insurance busi- 
ness shall be done strictly on the 
“cash-and-carry” plan, that is, no 
policy shall be issued, and no oral 
contract of insurance made, until 


versal, or 


5 Folger, J.. in Van Schoick vy. Niagara Fire Ins 
Co., 68 N. Y. 434 (1877) 

® The discussion of this proposal in the American 
Agency Bulletin (see references above) points out 
the supposed advantages to agents and companies, 
but says nothing about the interests of the insuring 
public 

*7 Easton, M. D., in 
Sept. 29, 1933, p. 12. 

ST realize, of course, that any proposal to increase 
rates at this time would meet with vigorous opposi- 
tion; but a reduction for cash customers might over- 
come this opposition 


American Agency Bulletin, 
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after the premium has been paid in 
lawful currency to the issuing agent. 
This plan has revolutionized the re- 
tail grocery trade but in the insurance 
field it is probably more than the 
traffic would bear. 


2. Instead of compulsion, try re- 


ward. let a substantial reduction in 
premium be offered to those policy- 
holders who pay their premiums on 
the “cash-and-carry” plan. The sav- 
ings in collection ex pense would 
probably justify such a reduction ; if 
not, the credit-rate could be fixed at 
an increase over the present scale.* 
Care must be taken, of course, not to 
require an additional sum as a penalty 
for delayed payment, as that would 
violate the usury laws unless an 


Commissioners Offer Acvice 


on Codes 

THE EXECUTIVE COMMITTEE OF 
THE NATIONAL CONVENTION OF IN- 
surance Commissioners has offered 
to submit its viewpoints on any of the 
questions raised by the pending in- 
surance codes to the National Recov- 
ery Administration. The offer of 
the Commissioners was contained in 
a telegram sent to General Johnson at 
Washington, following a meeting in 
New York of the Executive Com- 
mittee of the National Convention at 
the New York State Insurance De- 
partment office. The telegram fol- 
lows: 
“Various questions involved in any 
code of fair competition affecting the 
insurance industry now filed or to be 
hereafter considered are important 
from the standpoint of the public 
comma represented by the respective 
insurance commissioners of the United 
States Period At a meeting of the Ex- 
ecutive Committee of the National In- 
surance Commissioners held at New 
York today it was determ‘ned to call 
this to vour attention and to offer 
comma if you so desire comma the 
viewpoint of the National Convention 
of Insurance Commissioners on any 
phase of the matter before definite 
conclusions are reached Period” 
Commissioners signing the tele- 
gram and the states they represent 
are: Merton T.. Brown, Massachu- 
setts, chairman of the Committee: 
Garfield W. Brown, Minnesota, pres- 
ident of the National Convention ot 
Insurance Commissioners: Dan C. 
Boney, North Carolina: George S. 
Van Schaick of New York; Robert 
C. Clark, Vermont; Theodore Thule- 
mever, Wyoming; S. A. Olsness, 
North Dakota; Jess G. Read, Okla- 
homa, Secretary of the National Con- 
vention and Christopher A. Gough, 
Deputy Commissioner of Insurance 
and Banking of New Jersey. 

The Committee also adopted a 
motion that the National Convention 


express statutory exception were 
created. 

3. \ code requirement (supple- 
mented, preferably, by state legisla- 
tion) that every agent shall “auto- 
matically,” without fear or favor, at 
the end of thirty days from the effec- 
tive date, send notice of cancellation 
of every policy for which neither he 
nor his company has, by that time, 
received payment in currency or in 
bank credit. Let the penalty for 
violation be revocation of the agent’s 
license by the state insurance depart- 
ment. 

When business men turn to the law 
for the lightening of their burdens, 
it is often wisest to tell them that 
their salvation lies nearer at home. 
Self help is the best help. 


will ask all branches of the insurance 
business to submit to it copies of any 
codes that have been filed with the 
NRA that have been adopted by any 
branch of the business or might be 
under consideration. 

eee 


Canadian Fire Losses Lower 

CANADIAN FIRE LOSSES WERE AP- 
PROXIMATELY $3,000,000 LEss IN 
1933 than they were in 1932. The 
total for the year is shown as $36,- 
068,425 by the Monetary Times. As 
usual, Ontario led the provinces in 
total losses, followed by Quebec. 
Losses in New Brunswick and Nova 
Scotia were higher than in the pre- 
ceding year, the former being due to 
the conflagration at St. Joseph’s Uni- 
versity, St. Joseph, and the latter to 
the fire at the Dominion Government 
Building at Halifax. 

By provinces, the losses were: On- 
tario, $8,651,600; Quebec, $6,437,- 
650; New Brunswick, $2,518,300; 
Nova Scotia, $2,498,800; British Co- 
lumbia, $1,217,100; Saskatchewan, 
$1,054,150; Alberta, $971,025; Mani- 
toba, $250,300; and Prince Edward 
Island, $199,500. Losses in Canada 
for the whole year of $36,068,425 
compared with $38,955,565.00 in 
1932 and $42,373,284.00 in 1931. 
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Alliance Board Meets 


THE ANNUAL MEETING OF THE 
BOARD OF DIRECTORS OF TITE AMERI- 
can Mutual Alliance was held in 


Miami, Florida, on February 6th 
to 8th. 

Annual meetings of the Doard of 
Directors of the Federation of Mu- 
tual Fire Insurance Companies, the 
National Association of Automotive 
Mutual Insurance Companies and the 
National Association of Mutual Cas- 
ualty Companies were held at the 
same time and place. 
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The More the Public Becomes Acquainted With the Va- 
rious Kinds of Hazards the Greater Will Be the Demand 


for Additional Coverage. 


How Far is it Practical and De- 
sirable to Permit New Companies 
or widen Scope of Coverage? 


SHOULD INSURANCE FACILITIES BE INCREASED? 


HE question on our program 

was perhaps suggested by the 

remarks of Col. H. P. Dunham, 
Insurance Commissioner of Connecti- 
cut in an address before the Albany 
Field Club in March of last year 
(reported in the Journal of Com- 
merce for March 18th) in which he 
said: “At the outset, let us admit 
that there are too many insurance 
companies and too many insurance 
agents.” If we accept this as a prem- 
ise we might immediately concur in 
his conclusion that “the crying need 
is for fewer and better companies,” 
but it would appear more in keep- 
ing with our position as impartial 
investigators first to examine the 
premise, 


The implication of the premise, as 
of the question on our agenda, is that 
there is an optimum development of 
insurance facilities, below which ad- 
ditions to existing facilities may be 
desirable but beyond which they 
would be detrimental. Can we define 
that point? It would probably be 
difficult, if not impossible, to formu- 
late a definition in quantitative terms 
which would receive general accept- 
ance. Qualitatively, I think we can. 


The following is offered as such a 
qualitative definition to which T hope 


By A. H. MOWBRAY 
Professor of Insurance, University of California 
An Address Given Before the Recent Annua! Mecting 
of the American Association of University 
Teachers of Insurance 


we may all subscribe and which seems 
to offer a basis for answer to our 
question. 

“The development of insurance 
facilities is at the optimum when: 

I) there is no insurable risk for which 
a risk carrier cannot he found without 
undue expense or delay, and 

II) any further devclopment will either 
increase the cost or decrease the security 
of the protection or do both.” 

At the outset, it will be recognized 
that this stage may be reached or 
even passed as to one or several types 
of risks when the facilities with re- 
spect to others are far from adequate. 
As long, therefore, as we have the 
classification of insurance and limita- 
tion of charter powers of insurance 
carriers characteristic of our Ameri- 
can statutes it would appear that we 
cannot consider our question as to 
insurance in general but must con- 
sider it with respect to the several 
types of risks against which insurance 
is possible and necessary. Time will 
not permit an exhaustive analysis 
covering every type of risk. Perhaps 
a consideration of certain broad 
classes will suffice. 


Are There Insurable Risks Which Can- 
not Be Covered Without Undue 
Expense, Inconvenience or 
Delay? 


N attempting to answer this ques- 

tion we must first clarify what we 
mean by undue expense. Were we to 
ask this question of many of the 
metal miners of my state, for exam- 
ple, especially those conducting de- 
velopment operations, the answer at 
once would be “Yes. The rates for 
workman’s compensation insurance 
are outrageously high.” But is this 
a correct answer? I do not need to 
point out to this body that though 
the rate as a percentage of payroll 
may seem so high as to be a burden 
on the industry, this may be due al- 
most entirely to the frequency and 
severity of the accidents which occur 
and to the inaccessibility of the mines, 
greatly increasing the cost of the case. 
This high cost is pure premium cost 
and not what the writer has in mind 
as expense. 


By expense, in this connection we 
must mean the cost of bringing the 
insurer and insured together, the cost 
of operating the carrier and the mar- 
gin of loading on pure premiums 
necessary to provide for fluctuations 
in experience especially when the 
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volume of business is limited or it 
is impossible to avoid heavy concen- 
trations of exposure. These last 
types of costs or expenses are pecul- 
larly characteristic of newly develop- 
ing lines of insurance, often referred 
to among insurance men as “specula- 
tive lines,” for example, aviation in- 
surance or frost insurance. 

Inconvenience has two or three 
We most often think of in- 
convenience as that incurred in pro- 
curing a policy against the risk, 
There is also inconvenience in nego- 
tiating for several policies covering 
ditferent aspects of the same risk or 
different risks relating to the same 
subject matter and in keeping track 
of expiration dates, such inconven- 
ience as has led to schedule and posi- 
tion bonds in place of individual 
fidelity bonds or to the offering of 
personal property floater policies by 
marine companies combining cover- 
ages previously offered separately by 
fire, marine and burglary insurance. 
There may also be inconvenience if 
there is a possible gap in the separate 
Such inconvenience 
brought about the banker’s blanket 
bond, 


aspects. 


coverages. 


The qualifying adjective “undue” 
may be differently interpreted by 
different readers and its meaning can 
only become definite when the facts 
of the individual case are known. 

Unfortunately the daia are not 
available definitely to answer this 
question even as thus limited. But 
there certain indicative evi- 
dence. This may now be considered. 


exists 


A! *RICULTURE is still our most 
important industry and the in- 
surance needs of the agriculturalist 
have been studied by the economists 
of the United States Department of 
\griculture, as well as those con- 
nected with our various colleges of 
agriculture. The research has by no 
means exhausted the field and as late 
as October, 1932 the Social Science 
Research Council issued a_ bulletin 
outlining nineteen typical projects for 
Research in Agricultural Insurance.' 
Yet enough has been done to point to 
the definite conclusion that farmers 
generally lack adequate insurance 
protection. One of those who has 
done much in this field is Victor 
N. Valgren, Senior Agricultural 
Kconomist, Division of Agricultural 
l‘inance, U.S. Department of Agri- 
culture. In an address before the 
\merican Institute of Cooperation at 
Manhattan, Kansas, June 11, 1931, 
he discussed “The Insurance Need of 


"Social Science Research Council Bulletin No. 14, 
October, 1932 
* Published in mimeograph form by the Division, 
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Agriculture.”* In this he makes clear 
that the farmer has need of the usual 
forms of insurance available to the 
city dweller, pointing out that ‘“‘cer- 
tain of these forms of insurance are 
more urgently needed on the farm 
than elsewhere” giving adequate rea- 
sons therefor. He further points out : 
“In addition to all the forms of insur- 
ance just enumerated, and that the 
farmer needs more or less in common 
with the city man, there are yet other 
insurance needs that are peculiar to 
agriculture.” After enumerating some 
of these, he says “and even more does 
he need a comprehensive or ‘all-risk’ 
insurance protection on his growing 
crop.” He then cites various surveys 
that conclusively point to the fact 
that “farmers generally lack adequate 
insurance protection.” For this he 
says the reasons are threefold: (1) 
disregard of need and “an unwar- 
ranted complacency toward the per- 
sonal assumption of serious risks,” 
(2) lack of adequate income, (3) “a 
lack of insurance facilities that make 
protection available at a cost com- 
mensurate with the risk to the honest 
and efficient farmer.” A review of 
the existing facilities bears out this 
latter conclusion? Experimental 
efforts to provide the facilities for a 
general crop cover and the difficulties 
therein encountered are noted but 
the fact remains that “with a few 
minor exceptions, crop insurance has 
not been available to the farmer dur- 
ing recent years.” 

This is probably the outstanding 
case of the lack of adequate facilities. 
I have been advised that though ade- 
quate facilities appear to be available 
to cover the risks of the large avia- 
tion lines, responsible small operators 
still have difficulty in obtaining cover- 
age. I have not been able to verify 
this allegation. It seems probable. 


HERE are possibly other pioneer 

industries whose needs cannot be 
conveniently met, if at all. But they 
cannot be of wide extent. We have 
the means of checking up, at least 
partially, on this, for the laws of 
nearly all states provide for licensing 
“surplus line” brokers who are au- 
thorized, on filing affidavits that 
coverage cannot be obtained from 
authorized carriers for the risks of 
their clients, to place the insurance 


with unauthorized carriers. This 
usually means placement abroad, 
probably at Lloyd’s London. How- 


*It appears that in certain parts of the country 
farmers are adequately insured against fire and wind- 
storm damage and there is a good development of 
farmers’ mutual companies. But in other parts of 
the country, notably the cotton belt, these facilities 
are lacking and the farmers are not adequately in- 
sured. In most other respects the farmer is lacking 
in insurance coverage. 


ever, | have not been able to find any 
published reports of the volume of 
business transacted by them. The 
Spectator Year Book merely lists the 
names of companies believed to write 
surplus lines and of agents or brok- 
ers authorized to place them. The 
1932 report of the Superintendent of 
Insurance of New York covering the 
business of 1931 lists the names of 
those for whom business was pro- 
cured as evidenced by the filed affi- 
davits. There were but 27 names of 
which 16 were reported as located in 
New York City and not more than 
2 in any other one county. The New 
York law authorizes this procedure 
only for insurance against loss by fire, 
bombardment, riot, civil war or com- 
motion or military or usurped power. 
| have examined a number of the 
affidavits filed under the California 
law. They appear to be mainly 
“floaters” on personal property taken 
on trips out of the country placed 
abroad for convenience in handling 
claims. This hardly indicates a real 
inadequacy in local facilities. 

There has appeared in the press 
from time to time, and quite recently, 
complaint and criticism particularly 
of bankers for exporting insurance, 
especially blanket bond coverage. 
I’stimates of the volume of premiums 
so exported have run as high as 
$100,000,000. These charges do not 
appear to be borne out by the “sur- 
plus line” records noted above. The 
business may have been placed direct. 
At any rate, the criticism has stressed 
the adequacy of the American market 
for such coverage and implied that 
the desire for lower rates was the 
motive for the action. Such ‘“boot- 
leg” exportation would not, then, be 
evidence of need for increasing our 
facilities. 

The conclusion on this point ap- 
pears to be, 

I) There are risks in our agricultural 
industry for which coverage cannot be ob- 
tained on appropriate terms through our 
present facilities, though this is probably 
due largely to the underwriting problems 
involved. 

Il) There may be risks in pioneer indus- 
tries for which coverage cannot so be ob- 


tained, perhaps for similar reasons. 


Ill) Our “pigeonhole” system of limit 
ing the underwriting powers of our 
insurance carriers has caused some incon- 
venience to citizens desiring an “all-risk” 
cover on their property. 

IV) Insurance coverage scems to be 
available in adequate amount and without 
undue inconvenience for the established 
lines. 


e® @ ®@ 
Will Further Development of Facilities 
Increase Cost or Decrease Security? 
EFORE attempting to answer 
this question we must note that 
there are three lines of further de- 
velopment possible : 








1) Increase in the underwriting capacity 
(e.g. by increase of existing capital or 
broadening charter powers) of existing 
carriers with or without increase in local 
representation. 

Il) Increase in the number of carriers 
with or without increase in the number of 
representatives. 

III) Increase in the number of local 
representatives with or without increase 
in the number of carriers. 

Increase of capital and surplus of 
existing carriers would appear to in- 
crease security, but this cannot be 
said in all cases without reservation. 
If the terms of the increase are too 
onerous the tendency may be to de- 
crease security. This will be the case 
if the pressure for volume of  pre- 
miums for investment to earn div- 
idends on the larger capital tends to 
laxity in underwriting or excessive 
competitive expense. This was char- 
acteristic of the post-war boom 
period. 

Broadening charter powers to pro- 
vide for a more complete coverage in 
one policy would probably create new 
problems in controlling rates and 
competitive conditions. These do not 
seem insurmountable. If they prove | 
so and rates got to an inadequate level 
there might be impairment of the 
security not only of these contracts 
but of others issued by the same 
company. It is conceivable that when 
the initial difficulties of such a change 
were ironed out it might be possible 
to make savings in operating expense. 
Isstimates of the effects of such 
changes must be speculative in nature 
but it does not appear that they would 
necessarily involve either increase in 
cost or decrease in security. 

Will increase in the number of car- 
riers without increase in the number 
of agency representatives, if that be 
possible, tend to decrease the security 
of the insurance? Such an increase 
can come about only if some or all 
of the present agencies take on addi- 
tional companies, or if business is 
written over the counter or by mail. 
I:ven the latter may be ruled out an 
tantamount to an increase in repre- 
sentation. There appears to be danger 
of impairment of security from at 
least two sources. .\ssuming_ that 
there is just enough business to go 
around and give a stable experience 
to the existing carriers or to those 
among them writing the smallest 
volume of business, the injection of 
a number of new carriers would re- 
duce the average amount of business 
each might be able to get. The drain 
would probably fall most heavily on 
those whose present volume is small- 
est. Hence there would be a tendency 
to unstabilize their experience and 
impair the security of their contracts. 
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This is probably the least of the dan- 
gers. 

A greater danger appears to be that 
of introducing incompetence, ir- 
responsibility or dishonesty or, a com- 
bination of them into the manage- 
ment. [experience has shown that the 
danger is real. These vices may be 
and have been manifest in: (1) 
underwriting practices, (II) invest- 
ment practices, and (II) competitive 
expense, such as advertising. 

ee @ 


‘ last question discussed is 
really an academic question. In 
practice it is hardly possible that 
there can be an increase in the num- 
ber of carriers without increase in 
agency representation. This increase 
may be either: 

1) by bringing into the business as 
agents new persons not theretofore en- 
gaged in the insurance business, or 
II) by overcrowding established agen- 
Cles, Or 

111) by both. 

Discussion with insurance men and 
examination of the current literature 
indicates the latter of the three alter- 
natives is the usual result. We may 
then consider whether needless in- 
crease in carriers and their represen- 
tation will have either of the adverse 
consequences suggested. 

It is the natural tendency of exces- 
sive representation to increase the 
cost of operations of all carriers. This 
happens in at least four ways: 

1) by direct increase in commission 
scales ; 

The evidence of this is so clear on 
every hand that specific citation of 
cases is not believed to be necessary. 
So long as the public buys from 
agents or brokers on a personal basis, 
rather than after careful investiga- 
tion of the carriers they represent, 
the competition of carriers for the 
service of “producers” who “control” 
large volume of premiums must ten<d 
to that result: 

Il) by indirect increase in the compen- 
sation of representatives, as by giving free 
desk room, telephone and stenographic 
service and the like; 

That this is done under competitive 
conditions is so notorious that it was 
objected to in the first draft of the 
proposed code of the National Asso- 
ciation of Insurance Agents: * 

IIL) by increased cost of supervision; 

IV) by increased head office expense. 

Specific data on these last two 
points have not been given much pub- 
licity but it is believed that the point 
will not be disputed. Increase in the 
expense of doing business at best 
means correspondingly increased pre- 
mium rates. At worst, if it cannot be 
taken up in that way, it means im- 

*See Article VIT item (7) of proposed code as 


nub'i hed in the New York Journal of Commerce 
for October 23, 1933. 
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pairment of the security behind the 
contract by an inadequate premium. 

The tendency of excessive repre- 
sentation to increase the overhead 
cost of insurance, inimical as it is to 
the interest of the insuring public, 
is not the only adverse effect and per- 
haps not the worst. It is a notorious 
fact that excessive competition tends 
to bring into the business as agents 
or brokers incompetents, men and 
women who do not understand the 
theory and purpose of insurance, the 
real needs of their customers and the 
terms of the policies. Under such cir- 
cumstances the insured may. often 
pay for what he thinks he gets but 
does not. 

A further well-known consequence 
of excessive competition is an in- 
crease in the ever-present tendency to 
put pressure upon the carriers to ac- 
cept questionable risks. This is done 
by both agents and brokers, the latter 
playing one carrier, or its representa- 
tive against another and using as a 
club a volume of desirable business 
which will only be placed with the 
carrier taking the “accommodation” 
line. This pressure for poor under- 
writing tends to weaken the carriers 
and the protection they offer. 

Another consequence of excessive 
representation was evidenced by the 
arguments of agents in Massachu- 
setts when the Insurance Commis- 
sioner intimated that under the com- 
pulsory automobile liability insurance 
law of that state the rate need not 
contain so large a provision for 
agents’ commissions as before be- 
cause the insurance was compulsory 
and hence would require less selling 
effort. The agents argued that this 
was not so because their expenses 
had gone up under the stress of com- 
petition. In order to obtain and retain 
the business of customers they had 
to perform such services as procuring 
their license platés. That such service 
saves the insured some trouble and 
perhaps expense cannot be denied. 
Rut would he pay directly the cost 
that is indirectly charged him there- 
for? Such inducements are perhaps 
not rebates but if they make a higher 
commission scale necessary they add 
to the operation cost. Moreover, such 
selling on a basis of inducement 
rather than merit is, in the long run, 
clearly not in the interest of the 
public. 

ee @« @ 


ILI. these adverse effects could, 

perhaps, be borne with resigna- 
tion if the excess representation led 
to an appreciable increase in the vol- 
ume of insurance. Does it ? 


(Continued on Page 31) 
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James 1. Sharp, President of the Mill Owners Mutual Fire Insurance Co., Honored at a 


Banquet Celebrating His 50 Years of Service. 


With Him Are His Two Sons, James T. 


Sharp, Jr., Left, and L. K. Sharp. 


50th Anniversary Banquet 
to James T. Sharp of Mill Owners 


N February Ist, James T. Sharp, 

President of the Mill Owners 
Mutual lire Insurance Company of 
lowa, at Des Moines, completed his 
fiftieth year of continuous service 
with his company, a career which is 
believed to be unique in the insurance 
annals of the state of Iowa and 
matched in but few instances in the 
history of insurance. It was on Feb- 
ruary 1, 1884 that Mr. Sharp became 
officially connected with the Mill 
(owners Mutual and he has served 
the company continuously since that 
time. 

This notable career was formally 
recognized recently, when Mr. Sharp 
was feted at a banquet, on the evening 
of February Ist, by his fellow offi- 
cers, directors, and employees of the 
company, a number of leaders in the 
mutual fire insurance field, and many 
leading citizens of Des Moines and 
the state of Iowa. During the ban- 
quet Mr. Sharp was presented with 
a gold plaque by his organization in 
recognition of his long career and as 
a symbol of the high esteem in which 
he is held. 
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= [iI date of the banquet in honor 
of Mr. Sharp was exactly fifty 
years from the day in the year 1884 
when he first became connected with 
the Mill Owners Mutual. His father 


begun business in 1875, drafted his 
young son of 24 as his assistant, 
which meant being a combination 
office boy, bookkeeper, fieldman, and 
inspector. Previously, young James 
had been in charge of his father’s 
flour mill at Wilton Junction, [owa, 
since he was 17. [ven during this 
period he was connected with the 
Mill Owners Mutual—in an unoffi- 
cial capacity—as he toiled over the 
company’s books of ,evenings with his 


father. This meant scant time for a 
young man’s interests, but, on the 
other hand, it meant a_ thorough 


preparation for an outstanding ca- 
reer in the field of fire insurance. 

Mr. Sharp, upon becoming offi- 
cially connected with the Mill Own- 
ers Mutual, acted as general assist- 
ant to his father for eight years, and 
in 1892, was elected to the office of 
Assistant Secretary. He continued 
in this capacity until 1909, when, fol- 
lowing the death of his father, he 
was elected Secretary and Manager 
in which position he served until 
1928, when he was elected to the 
presidency of the company. 

Mr. Sharp is still in active service 
in that office, after a half-century of 
continuous service with the one firm, 
truly a unique record. 

During this half-century of Mr. 
Sharp’s connection with, and leader- 
ship of the company, the Mill Own- 


ers Mutual has grown from a small, 
local organization to its present status, 
with policyholders from coast to 
coast, including many of the leading 
manufacturing and commercial estab- 
lishments in the United States and 
Canada. 


.. ere at the banquet were: 
A. J. Utter, President of the A. 
J. Utter Company of Chicago; Hon. 
C, L. Herring, Governor of lowa:; 
Harvey Ingham, Editor of The Des 
Moines Register and Tribune; 
George A. McKinney, Secretary of 
the Millers Mutual lire Insurance 
Association of Alton, Illinois; T. G. 
MeCracken of Chicago, President of 
the National Association of Mutual 
Insurance Companies; J. Lindley 
Coon of the Mutual Fire and Tor- 
nado Insurance Company of Cedar 
Rapids, Iowa, Hon, FE. W. Clark, 
Iowa Insurance Commissioner ; John 
A. Gunn of the Employers Mutual 
Casualty Company of Des Moines; 
Miss Carrie Hampton, an employe of 
Mr. Sharp’s company for 24 years; 
C. M. Reed, a member of the Board 
of Directors, presented a painting of 
“The Old Mill.’ Mr. Gruhn, Gen- 
eral Manager of the American Mu- 
tual Alliance, spoke by means of a 
long distance telephone connection 
from Chicago. 


Mr. Sharp, in answer to these 
various tributes, expressed his appre- 
ciation in a response full of heartfelt 
interest. 


N.F.P.A. Meetings 


THE BOARD OF DIRECTORS OF THE 
NATIONAL FIRE PROTECTIVE, ASSOCLA- 
tion has outlined plans for a program 
of unusual interest at the annual 
meeting to be held in Atlantic City, 
May 14th to 17th. The tentative 
schedule calls for the first general 
session on Monday evening. Tues- 
day, Wednesday and Thursday will 
be devoted to the regular business 
sessions with technical committee re- 
ports and addresses interspersed with 
popular interest items, and entertain- 
ment features. 


The Committee on Dust Explosion 
Hazards has tentatively scheduled a 
meeting to be held March 6 in Chi- 
cago. Several other technical com- 
mittees contemplate meetings within 
the next month. 


The Fifth Annual Safety Confer- 
ence will be held at Pennsylvania Ho- 
tel on March 6th and 7th. The Fire 


Prevention Session occurs on Tues- 
day, the 6th. 
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“BUNK OF THE MONTH” 




















PPROVAL of our announcement of a ‘Bunk of the Month" page to appear 
regularly has come from many subscribers. We consider that the exhibit 
selected for this issue is a prize specimen. As noted below it comes from the 
pen of the "Chairman of the Louisiana Insurance Society, Inc.,"" which organi- 
zation has for its avowed purpose "To Support Right Principles and Oppose 


Bad Practices in the Business." 




















up in some part of the United 

States a self-styled insurance 
expert (invariably a stock insurance 
agent) either uttering a public warn- 
ing against Mutual Insurance, or 
threatening some sort of reprisal 
against those who are mutual insur- 
ance policyholders. They occupy the 
center of the stage in the insurance 
press for a brief spell and then dis- 
appear completely from the public 
eye. The last heard of them is that 
they themselves are making a frantic 
effort to save their own little business 
from the competition which finally 
overwhelms them in spite of their 
public misrepresentations on the sub- 
ject. 


| iene now and then there pops 


Recently from the sunny South, 
and strangely from the very home 
town of the ill fated “guaranteed” 
stock insurance Union Indemnity 
Company, which not so long since 
went to the wall with such a resound- 
ing crash, comes one James E. Has- 
singer, insurance agent and general 
factotum of the [.ouisiana Insurance 
Society, Incorporated, (with or with- 
out capital stock not disclosed). In 
a widely circulated open letter to an 
agent in the State of Mississippi, he 
tries to justify his brand of commis- 
sion-inspired representation of stock 
insurance by an “expert” analysis of 
“mutual insurance” and in the proc- 
ess he boastfully waves a shield in- 
scribed “INSUROR — MEMBER OF THE 
NATIONAL ASSOCIATION OF INSUR- 
ANCE AGENTS—ALWAYS THE SIGN OF 
GOOD INSURANCE.” 


It will be observed, from a reading 
of his letter, that he attempts to pass 
off, without proof, self-serving con- 
clusions which are not at all in ac- 
cordance with facts, and based upon 
statements concerning mutual insur- 
ance which are untrue. 


FE. will assemble, insofar as it is 
possible to do so from such a 
rambling communication, the various 
points raised by Mr. Hassinger. He 
starts out with a dictionary definition 
of insurance, after which by violating 


the rules of logic he sets up the un- 
related analogy that, because of its 
capital and surplus structure, Stock 
Insurance faithfully carries out, as 
far as humanly possible, the word 
“guaranteed.” 

It takes but a glance at the stock 
insurance picture to demonstrate that 
this is not at all the fact—Stock 1i- 
surance does not, as far as humanly 
possible, furnish guaranteed indem- 
nity by reason of its capital and sur- 
plus structure, nor does its stock- 
holder ownership assure either effi- 
cient or economical management. The 
survival percentage of stock insur- 
ance companies in the history of the 
business in this country is but 25%. 
The most serious and largest failures 
during the course of the last four 
years in the life, fire and casualty 
fields have been stock companies. 
(me of the principal debacles was the 
largest stock casualty company in the 
South, which defaulted on its guar- 
anties of indemnity issued to policy- 
holders throughout the nation, the 
aforesaid Union Indemnity. The 
fourth largest stock fire insurance 
company im the country, Globe & 
Rutgers; was taken over for liquida- 
tion by the New York Insurance De- 
partment; and the Southern Surety, 
the National Surety and countless 
others of the stock companies have 
had similar disasterous records. Capi- 
tal stock is no positive guarantee, and 
any claim that the capital stock struc- 
ture of an insurance company assures 
the payment of losses in full, in case 
a company runs into difficulty, is un- 
adulterated “bunk.” To satisfy him- 
self of this, one has but to look at 
the stock record during the course of 
insurance history. 


Neither does the record of Stock 
Insurance bear out Mr. Hassinger’s 
assurance “I know that I offer more 
complete and prompt service than any 
other form of insurance, and this is 
made possible by the extent and the 
variety of the stock company inter- 
ests.” Translated, this statement 
means that any agent who represents 
a stock insurance company, or group, 
is per se able to render better service 
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than anyone else. It is submitted that 
this is not the test of a good agent. 
What determines the standing of an 
agent is his honesty, ability and de- 
pendability. A representative who 
possesses these qualifications will rep- 
resent only good insurance compa- 
nies. He will advise the insurance 
buyer in the interests of the buyer, 
and not in his own interests. He will 
sell only the right kind of coverage at 
rates which are proper. He will, if he 
collects the premium, remit his bal- 
ances promptly to the company. He 
will not impose on the company by in- 
sisting upon oversettlement of ques- 
tionable losses. He will not misrepre- 
sent, and he will be honest in all of 
his dealings. 


That a large number of agents are 
found wanting in one or more of 
these attributes, is an unquestionable 
fact. Most every day there appears 
in the insurance press statements of 
what insurance people themselves 
have to say of the agency situation; 
the need for better qualitied agents ; 
the efforts of the insurance commis- 
sioners and the companies to enforce 
the collection of agency balances ; the 
express need for licensing and qualifi- 
cation laws; and all the rest. Policy- 
holders will attest to the fact that 
much of the so-called agency service 
is only of the messenger variety in the 
delivery of the policy. Mr. Hassinger 
may be a very good insurance agent, 
but if he is, his ability does not de- 
pend on the fact that he represents 
stock company interests. After read- 
ing his communication, the public 
may be in a position to judge whether 
he possesses all of the necessary at- 
tributes of a good agent. Misstate- 
ments about competition certainly do 
not enhance reputations for fair 
dealing. 
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T is true of course, that there are 
many agents of the higher type 

who render real service and who 
know their business, but obviously, 
the method of payment, whether by 
commission or salary has nothing to 
do with ability. 

There are those who insist, and 
they are usually stock insurance 
agents, that in order to get the best 
service, Or any service at all, or the 
most capable advice on insurance mat- 
ters, you must deal with one on a 
commission basis. To many people 
this just doesn’t make sense. Cer- 
tainly a man ona salary (and the ma- 
jority of the citizens of the United 
States are salaried employes whether 
they be officials of companies or 
banks, white collar workers or wage 
earners), is in just as good a position 
to render service as one who collects 
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a commission. As a matter of fact, 
there are those who believe a salaried 
man in the insurance business is in a 
better position to give expert advice, 
and unbiased service, than a com- 
missioned operator because, since his 
compensation goes on just the same, 
he is not constantly under the tempta- 
tion to force the sale at all odds. He 
is employed and paid a salary because 
he is honest and able to look after the 
interests of both the client and the 
company, for this reason, the com- 
pany is willing to guarantee his in- 
come. 

Then, too, the need for service on 
the part of insurance policyholders 
varies with the policyholder and his 
risk classification. He may require 
little or much. (Oftentimes, he re- 
quires very little, if any. l'requently 
he is as fully qualified to decide upon 
his insurance needs for himself as 1s 
the agent who assumes to advise him. 
large manufacturing interests have 
competent insurance buyers. Stock 
\gency ballyho leads one to believe 
that an agent is in daily contact with 
his clients. If he is, it is not on insur- 
ance questions. 


\nother specious sort of reasoning 
advanced by the stock partisans regu- 
larly is that the saving afforded by 
mutual companies to their policyhold- 
ers is made possible by the fact that 
no service is rendered, The majority 
of the general writing mutual compa- 
nies operate through commissioned 
agents and these representatives are 
fully as competent as the best stock 
agent resident in the state or the com- 
munity. Other mutuals operate 
through salaried solicitors and agents. 
It is true that they do not have as 
many agents as do the stock compa- 
nies, but therein lies another incon- 
sistency of the stocks who are con- 
tinually lamenting the fact that there 
are too many agents in the business. 

llere is what a prominent Insur- 
ance Commissioner, Hon, Hloward P. 
Dunham of Connecticut and formerly 
resident of the National .\ssociation 
of Insurance Commissioners had to 
say about the agency system in an ad- 
dress as reported in a recent issue of 


The Insurance lield: 

“That there is a superfluity of agents no 
one will deny. In Connecticut, for instance, 
we have a population of about 1,600,000 
and 7,000 insurance agents, as compared 
with 1,919 doctors, 1,981 lawvers and 964 
dentists. Many unsavory practices that 
plague the insurance business are attrib- 
utable to the fact that there are too many 
agents for the amount of business avail- 
able. When a business or profession be- 
comes overcrowded, causing intense com 
petition, abuses and sharp practices are 
inevitable consequences. If there were not 
too many lawyers, for instance, we would 
seldom hear of ambulance-chasing and 
similar evils.” 
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It is utterly ridiculous to assume 
that the non-agency mutual company 
does not render service. It must ren- 
der them as good service as any other 
insurance institution. It pays its 
solicitors salaries; it pays its inspec- 
tors; it pays its engineers. All of 
these combine to service the risk and 
give it every necessary attention, and 
that costs money. The business writ- 
ten by the mutuals is of such high 
character that it could not possibly 
have been written in the first place, 
nor have been renewed against the 
constant drive of competitors to wean 
it away, if the maximum in service 
were not given. One hears nothing 
but praise, not only for the prompt- 
ness of the mutuals but for the kind 
of service rendered, and in the major- 
ity of cases the settlement of losses is 
made more quickly and without the 
tendency to bicker. Very few losses 
in mutual companies go to suit. Mu- 
tual companies will fight the dishonest 
loss, but the policyholder’s interest 
being the company’s interest, honest 
losses are settled at once and fully, 
and the service is nationwide. 


T is the stock agent’s chief claim 

to patronage that he is a taxpayer, 
that he contributes to local charities, 
is a customer of the local merchant, 
and that he carries the white man’s 
burden in the community in which he 
resides. The implication is that by 
insuring in a mutual these so-called 
benefits to the community are lost. 
This assumes, of course, that the mu- 
tuals do business only by mail, that 
they have no agents or solicitors, and 
that the dividends, averaging more 
than 20% which they return to policy- 
holders, do not stay in the community. 
They, of course, do — right in the 
pocket of the policyholder, to be spent 
locally. 

It is to be remembered, however, 
that this stock argument leads logic- 
ally to the conclusion that the more 
agents, the better for the community. 
It naturally follows, then, that the 
higher the commission, the more the 
agent has to spend for taxes, charity, 
ete. All this must come out of the 
pockets of the home owner, the busi- 
ness and the professional man who 
rightfully believes that the percentage 
of the premium dollar used for ex- 
penses should be only enough to as- 
sure him the best possible insurance 
service. 

It seems to us, therefore, that Com- 
missioner Dunham, in the statement 
above quoted, voices the sentiments 
of the property owner—that the in- 
surance business is entitled to employ 
no more people than can efficiently be 
used in its operation. That, of course, 


is what the mutual company is doing, 
to the benefit of the policyholder and 
the community in which he resides. 

Beginning with the ninth paragraph 
of his letter Mr. Hassinger attempts, 
in rather an involved way, to dlis- 
credit Mutual Insurance by setting 
forth his conception—supposedly out 
of his own experience—of its plan of 
operation and the objections to it. 
Not a statement which he makes re- 
garding the mutual plan of operation 
squares with the true facts, and if, 
on this showing, Mr. Hassinger rests 
his reputation as an expert, his rat- 
ing becomes zero. 

He asserts without any qualifica- 
tion whatsoever that 

“The first step of the Mutual is to se- 
cure the assured’s signature to what is 
usually termed ‘an application for the in- 
surance,’ but which is in reality, a com- 
plete Power of Attorney authorizing the 
Mutuals’ Attorney-in-Fact to bind the as- 
sured in a type of co-partnership agree- 
ment to insure other risks.” 

How else can this be interpreted 
than that the statement is made either 
in total ignorance of the operations 
of a mutual company or is a deliber- 
ate misstatement of fact. 

Mutual Insurance does not require 
the policyholder to sign a power-of- 
attorney authorizing the company as 
attorney-in-fact to bind the assured in 
a type of co-partnership agreement to 
insure other risks. Mutual companies 
never operate through attorneys-in- 
fact. They do not require a power- 
of-attorney in any form, Mr. Hass- 
inger is challenged to produce any 
evidence whatsoever of this method 
of operation by mutual companies. 
There follows a list of the mutual 
companies licensed to do business in 
Mississippi and louisiana where the 
letter referred to is being so gener- 
ally distributed by agents who thus 
show themselves to he careless 
whether they tell the truth about a 
competitor. None of the companies 
on the list operate as Mr, Hassinger 
says the mutuals do. 


He asserts further: 

“Mutual Insurance Companies are not, 
as the word ‘Company’ would seem to 
imply, a Corporation in fact—on the con 
trary, it is merely an organization of 
parties, (Corporate — Co-Partnerships or 
Individuals) who agree to insure each 
other against a specific type of loss. In- 
cidentally, they do not refer to each other 
as one ‘assured’ to another, but as one 
‘subscriber’ to another.” 

This is an expression of personal 
opinion not sustained by the actual 
facts. 


UTUAL companies are, in fact, 
corporations. They definitely, 
im fact and in law, are not partner- 
ships. They are granted their chart- 
ers by state law as are other corpo- 
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F MUTUAL COMPANIES LICENSED 
1932-33 Insurance Report 


FIRE 
Central Manufacturers Mutual Ins. 
Van Wert, Ohio 


Stevens Point, Wis. 
*Indiana Lumbermens Mutual Ins. Co., 
Indianapolis, Ind. 
*Lumber Mutual Fire Ins. Co. 


Er 


Lumbermens Mutual Ins. Co., 
Mansfield, Ohio 


Lansing, Mich. 
Mill Owners Mutual Fire Ins. Co. 
Des Moines, Ia. 


snvdmave Daghnes Mosal ire Tas’ Ca 


*Michigan Millers Mutual Fire Ins. Co. 
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Minnesota Implement Mutual Fire Ins. Co., 


Owatonna, Minn. 
*Northwestern Mutual Fire Assn., 
Seattle, Wash. 
Ohio Hardware Mutual Ins. Co., 
Coshocton, Ohio 


*Pennsylvania Lumbermens Mutual Fire 


bas: Co., 


Philadelphia 


Ins. Co., 
Minneapolis 
United Mutual Fire Ins. Co., 
3oston, Mass. 


Retail Hardware Dealers Mutual Fire 


Western Underwriters Mutual Fire Ins. Co., 


Kansas City, Mo. 


CASUALTY 
American Mutual Liability Ins. Co., 


POCONOS: ociscsiaesicne sc edecie 
: Hardware Mutual Casualty Co., 
stevens Pont, Ws. o.c0< csscccss 
' Liberty Mutual Ins. Co. of Boston, 
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Lumbermens Mutual Casualty Co. 
Chicago, TI. 


* Reinsurance 


rations. They are subject to the cor- 
poration laws and to the general and 
special insurance laws. The Tnsur- 
ance Departments of every state ex- 
ercise the strictest of supervision over 
the mutual companies. They are un- 
der the same close supervision in 
Mississippi and T.ouisiana as are the 
companies which Mr. Hassinger rep- 
resents. A mutual corporation is a 
distinct entity ; the relationship of the 
policyholder is with the corporation 
and not, as Mr. Tassinger states, 
f with other policyholders. The policy- 
r holder assumes no partnership status 

nor liability. His obligations are 
. clearly stated in the contract ; they are 
e fixed and unmistakable—and the pre- 

mium he is obligated to pay is as defi- 
I nitely fixed and stated in the contract 
i and positively limited as to amount. 


Mr. Hassinger’s cocksure discus- 

sion of legal questions is most amus- 

7 ing. He, by implication, sets himself 
, up as an authority greater than the 
‘ law itself, and greater than the courts 
’ that have interpreted the law. His 
contract, 


remarks on the insurance 


IN MISSISSIPPI 
Admitted Surplus to Years in 
Assets Policyholders Business 

-. .$ 4,290,499 $ 1,809,372 57 
... 4,197,047 1,333,955 29 
... 2,262,630 1,395,575 37 
... 3,030,098 2,078,557 39 
... 2,105,524 593,839 39 
... 3,940,441 1,545,800 53 
oe” 2,296,656 900,468 58 
... 3,783,124 750,156 30 
... 4,259,593 457,512 32 
wets 472,519 118,344 30 
... 2,801,736 1,486,465 39 
... 4,974,960 2,071,254 34 
wee 3,334,662 1,409,162 25 
te 395,990 150,021 2 
"$42,145,479: $16,100,480 

_. .$19,381,385 $ 4,202,490 46 
... 4,938,555 903,994 20 
_.. 23,953,121 4,051,491 21 
... 16,031,781 2,336,954 20 
$64,304,842 $11,494,929 


For Mutual Companies Licensed in Louisiana See Next Page 


questions of state, county and muni- 
cipal insurance, we hope are not rep- 
resentative of the extent or character 
of his insurance knowledge generally. 
‘or, from what he says on these 
questions, it is easily to he seen that 
he has gotten way beyond his depth. 


Ilis misrepresentations may fairly 
be summarized as follows: 


1. Mutual companies charge the same 
rates as stock companies and promise re 
funds which can be realized only in times 
of prosperity, or possibly not then, and 
that policyholders are more liable to face 
an assessment of an unlimited amount than 
to gct a dividend. 

2. That the assessment liability cannot 
he limited; this in spite of the terms of 
the contract and the law on the subject. 

3. That mutual companies possess no 
surplus funds. 


4. That public corporations such as 
school districts have no legal right to in 
sure in mutual companies. 

5. That the weight of authority sup 
ports the proposition stated in number 
four, and only a few states, through their 
attorney generals have ruled for the 
mutuals. 

6. That insurance is a losing business 
in the state of Mississippi, and that the 
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stockholders of stock companies assume 
the losses out of the capital stock plus the 
surplus which has been accumulated. 
That mutual companies in Mississippi 
have paid no dividends to policyholders. 

8. That stock compznics have assets in 
each state which may be attached for th« 
payment of losses. 

9, That mutuals take the cash and run; 
that service of process on such companics 
cannot be had; that in order to recover in 
case of loss, suit must be instituted against 
each individual policyholder. 

10. That mutual companies maintain no 
service rendering agents. 

11. That guaranty bonds are not re- 
quired of mutuals. 

12, That mutual companies do not ac- 
tually make savings for the benefit of 
policyholders; but, if and when they do, 
it is solely hecause they pay no taxes. 

ee @ ® 


OME of Mr. Hassinger’s state- 
\J ments are so contradictory as to 
be difficult to follow. In one place he 
says that mutual companies make no 
savings; in another, he states that 
they do. He claims that mutuals have 
no service rendering local agents, and 
then concludes that it is not unusual 
for mutuals to pay commissions to 
local resident agents when they ean 
induce local agents to represent them. 
3ut, let us take up, point by point, the 
objections as nearly as it has been 
possible to establish what they are. 

e @ @ 


1. In many states mutuals are 
members of the rating bureaus and, 
therefore, use bureau rates. In both 
Mississippi and Louisiana the rating 
bureaus are created by statute; the 
rates are regulated by state commis- 
sions. Whether or not the risks are 
written at so-called bureau rates, the 
general writing mutuals, which are 
the subject of Mr. TTassinger’s at- 
tack, operating in the states of Touisi- 
ana, and Mississippi, as well as 
throughout the country generally, 
have not only consistently made re- 
funds to policyholders during pros- 
perous times, but have continually 
maintained their record for making 
savings. During the course of the 
depression these companies have gone 
along paying all honest losses prompt- 
ly and fully, have maintained a 
sound financial structure, and have 
regularly paid dividends to policy- 
holders. No policyholder, insured in 
a general writing mutual company in 
Louisiana and Mississippi has been 
subjected to assessments during the 
course of the depression of even one 
annual premium, let alone of an un- 
limited amount. On the contrary, 
Mr. Hassinger’s misrepresentative at- 
tack on mutual insurance is made be- 
cause the companies have been suc- 
cessful. Tle need not, and perhaps 
would not, have taken the trouble to 
do so had they suffered the embar- 
rassment which he claims for them. 
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2. In claiming that the assessment 
liability cannot be limited in spite 
of the terms of the contract, Mr. 
Hassinger sets up his own viewpoint, 
as an insurance agent, as being supe- 
rior to that of the United States Su- 
preme Court, and the various. state 
supreme courts which have been 
called upon to pass on the question. 
Not only that, but he gives no recog- 
nition to affirmative statutory author- 
ity in both Mississippi and his home 
state, which specifically authorize the 
limitation of the assessment liability, 
although decisions make it clear that 
no such affirmative authority is nec- 
essary. It takes a superior form of 
ignorance thus boldly to flaunt one’s 
personal opinion in the face of the 
overwhelming weight of authority 
which holds to the contrary. But this 
is characteristic of an msurance agent 
interested solely in protecting his 
commission against the progress of a 
form of protection which is increas- 
ingly being sold on the basis of merit. 

We imvite our mutual critic to note 
the following extracts from only a 
few of the many court decisions on 
limitation of liability. Any reader 
genuinely interested in this question 
will be supplied with additional cita- 
tions upon request. 

In the case of Union Ins. Co. vs. 
loge, 21 Howard 35 the United 
States Supreme Court by Justice 
Nelson said: 

“Tt has been argued, that inasmuch as 
the defendants have been organized upon 
the principle of a mutual insurance com- 
pany, its business must be conducted, as 
respects the premiums to be received, ac 
cording to the plan of mutual companies 
previously chartered in the state of New 
York. If the previous companies were re- 
quired by their charters to receive pre- 
mium notes and not cash, then this re 
quirement distinguishes them from the one 
before us. If their charters contain no 
such provision, then they are left like the 
present one, to regulate the mode of pay- 
ment at discretion. ... 

“The General Act prescribed the out- 
lines of the system, and all the conditions 
and guards that were deemed essential to 
the security of persons applying for insur- 
ance, leaving the details and interior regu- 
lations to be arranged and determined by 
the company in their charter . .. in the ab- 
sence of any prescribed mode of payment 
of premiums, the power to prescribe it by 
the company is necessarily implied. o 
and further: 

“It is argued, however, that the com 
pany in question is a mutual insurance 
company, as declared by the act; that, ac- 
cording to this system, the insured must be 
a member of it, and that a person insured 
upon a cash premium, without any fur- 
ther liability, cannot be a member. This 
argument is not well founded, either upon 
principle of authority. Admitting that the 
insured must be a member of the company, 
he is made so by the payment of the cash 
premium. The theory of a mutual insur- 


ance company is that the premiums paid 
by each member for the insurance of his 
property constitute a common fund, de- 
voted to the payment of any losses that 
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may occur. Now, the cash premium may 
as well represent the insured in the com- 
mon fund as the premium note; and this 
class of companies has been so long en- 
gaged in the business of insurance, it may 
well be that they can determine, with suffi- 
cient certainty for all practical purposes, 
the just difference in the rates of premium 
between cash and notes.” 

In Beaver State Insurance Assocta- 
tion vs. Smith, 97 Oregon, 579 
(1920) an attempt was made by the 
receiver of the insurance company to 
collect an assessment from defendant 
on a fire policy on which the premium 
had been paid in cash in advance. 
The insurance company was organ- 
ized under the General Laws of 
Oregon. There was no provision in 
the policy, by-laws, or statute, author- 
izing the levy of an assessment upon 
a policyholder for the purpose of 


meeting losses. The Supreme Court 
of Oregon held (p. 585) that: 

“The liability to pay an assessment is a 
matter of contract ... Only members who 
have assumed a contract obligation to pay 
assessments are liable therefor. A member 
in order to become liable for assessments 
must contract to pay the same or assent 
to some plan or provision for levying 
assessments required by the by-laws or 
constitution of the mutual association or 
by the statute authorizing the organization 
of the company. 3 Joyce on Ins. 2nd Ed. 
par. 1251, 1253. Members insured exclu- 
sively on the cash premium plan, and who 
have paid their premium in cash as de 
fendant has done, are not liable to an as- 
sessment for the purpose of paying losses 
and expenses.” 


The highest court in New York, in 
the case of Mygatt vs. New York 
Protection Insurance Company, 21 


MUTUAL COMPANIES LICENSED IN LOUISIANA 


FIRE 
Grain Dealers National Mutual Fire 

Ins. Co., 
Indianapolis, Ind. 


Hardware Dealers Mutual Fire Ins. Co., 


Stevens Poms, Wis... 2.060000 <c000 


Indiana Lumbermens Mutual Ins. Co., 
Indianapolis, Ind. 
Lumber Mutual Fire Ins. Co., 
ee ee 
Lumbermens Mutual Ins. Co., 
Peamaree, COMO occ cece ss cccsdass 
Michigan Millers Mutual Fire Ins. Co., 
Lansing, Mich. 


Mill Owners Mutual Fire Ins. Co. of Lowa, 


Des Moines, Ia. ..... 
Millers Mutual Fire Ins. Assn. of HL, 
Alton, TIL. 
Millers Mutual Fire Ins. Co., 
Fort Worth, Texas 
Millers Mutual Fire Ins. Co., 
Harrisburg, Pennsylvania ' 
Minnesota Implement Mutual Fire Ins. ¢ 
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National Retailers Mutual Ins. Co., 
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Northwestern Mutual Fire Assn., 
Seattle, Wash. 
Pennsylvania Lumbermens Mutual Fire 
Ins. Co., 
Philadelphia, Pa. 
Pennsylvania Millers Mutual Fire Ins. ( 
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Retail Hardware Mutual Fire Ins. Co., 
Minneapolis, BIN. 666.2. eesc cee 
Texas National Mutual Fire Ins. Co., 
Fort Worth, Texas .... 
United Mutual Fire Ins. Co., 
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Western Millers Mutual Fire Ins. Co., 
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CASUALTY 
Allied American Mutual Fire Ins. Co. 
of Joston, 
Boston, Mass. 
American Mutual Liability Ins. Co., 
Suston, Mass. 
Hardware Mutual Casualty Company, 
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Liberty Mutual Ins. Co. of Boston, 
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Security Mutual Casualty Co., 
Chicago, II. 


Admitted Surplus to Years in 
\ssets Policyholders Jusiness 
..$ 2,835,107 $ 1,379,223 on 
.. 4,197,047 1,333,955 29 
... 2,262,630 1,395,575 37 
... 3,030,098 2,078,557 39 
.a« 2,805,524 593,839 39 
.. 3,940,441 1,545,800 53 
.. 2,296,656 900,468 58 
.. 2,236,481 1,226,218 56 
wo 3806551 702,963 36 
wee 1,390,116 895,127 44 
"3,783,124 750,156 30 
.. 1,124,349 313,131 11 
.. 4,259,593 457,512 32 
wes 2,801,736 1,486,465 39 
"2,287,872 1,636,345 47 
... 4,974,960 2,071,254 34 
- 181,580 80,025 30 
.. 3,334,662 1,409,162 25 
ae 766,472 401,218 51 
$49,144,999 $20,656,993 
..$ 666,675 $ 407,645 13 
.. 19,381,385 4,202,490 46 
.. 4,938,555 903,994 20 
.. 23,953,121 4,051,491 21 
.. 8,932,149 2,850,000 21 
$57,871,885 $12,415,620 
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N.Y. 52 (Ct. of Ap. 1860) held that 
a mutual company may issue policies 
for a cash premium without con- 
tingent lability. 

The court said in part: 

“These provisions confer upon the com- 

panies organized under the Act a_ broad 
and unrestricted power to prescribe for 
themselves the manner in which they will 
conduct the business of insurance. 
Unless the defendants can find something 
in that act which prohibits companies or- 
ganized as mutual companies from receiv- 
ing premiums in cash, they cannot main- 
tain that defense.’ 

In further discussing the argument 
that mutual companies cannot issue 
non-assessable cash policies, the court 
continues : 

“What reason can there be, after the 

companies are once formed with such a 
preliminary fund, pronounced adequate by 
the legislature, why a mutual company 
should not, as well as a joint stock com- 
pany, if it so chooses to incur the risk, 
issue cash policies. The question of 
receiving cash premiums in full for poli- 
cies, after a company has once obtained a 
sufficient capital to justify it in commenc- 
ing business, is a question for the consid- 
eration, not of the legislature or the pub- 
lic, but of the corporators themselves. 
The premiums received if graduated upon 
just and proper principles, will strengthen 
one of the companies to precisely the same 
extent as the other and will afford the 
same additional guaranty to parties for 
the payment of losses.” 

In Swing vs. Humbrid, 94 Minn. 
1 (1904) the Union Mutual lire In- 
surance Company of Crncinnati, 
()hio, was authorized by the statute 
of Ohio and the by-laws of ‘the com- 
pany to issue policies on the premium 
note plan and on the cash deposit 
plan without assessment liability. The 
company became insolvent, and an 
attempt was made by the trustee to 
collect an assessment against defend- 
ants who were policyholders on the 
cash deposit plan. The Supreme 
Court of Minnesota held: 

“They are not liable to assessment for 
the losses, for they paid and deposited in 
advance their full contribution therefor.” 
also Given v. Rettew, 29 Atl. 703; 162 Pa. 
638. Schimpf v. Lehigh Valley, 96 Pa. 
373. Ohio vy. Marietta Woolen Factory, 3 
Ohio St. 348. In re Minneapolis Mutual 
ire Ins. Co., 49 Minn. 291. State v. 
Manufacturers Mutual Fire Ins. Co., 91 
Mo. 311. White, Receiver, v. Havens 20 
N. Y. How. Prac. 177. In Lyons v. Hath- 
bone, N. Y. Court of Appeals, 164 N. Y. 
10; and other cases. 

3. The charge that mutuals pos- 
sess no surplus is disproven by a 
glance at the official reports of those 
companies licensed to do business in 
the two states named. All of the 
companies operating in Mississippi 
and louisiana are possessed of sub- 
stantial surpluses. See list on page 


23 and 24. 
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4. The charge that public corpo- 
rations, such as school districts, have 
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Insurance Regulations Operate In Missis- 
stppt and Loutstana In the Same Manner 
As In Other States. 


no legal right to insure in mutual 
companies is, of course, without foun- 
dation. Here again Mr. Hassinger 
sets up his own opinion in the face 
of the overwhelming weight of 
authority as represented by the laws 
of the various states, by the opinions 
of the attorney generals of the ma- 
jority of jurisdictions which have de- 
cided the question, and the court de- 
cisions in those states where the issues 
have been tried. For example, in 
Mississippi the statute (Chap. 157, 
Laws 1918, Sec. 8) specifically au- 
thorizes public corporations to insure 
in mutual companies and this right 
has been upheld in an opinion of the 
attorney general under date of Oc- 
tober 22, 1930, in which he concluded 
“that public or private corporations, 
boards or associations, may insure in 
any mutual insurance company au- 
thorized to issue policies of insurance 
and to transact business of insurance 
under license from the Insurance 
Commissioner of this state.’ No 
court of last resort which has con- 
sidered the question, and there have 
been a number, has decided that it is 
improper or violative of the consti- 
tutional provisions for school districts 
or other public corporations to insure 
in mutual companies. 
eee 

5. In but four states, at this writ- 
ing, are there unfavorable rulings of 
attorney generals. In one the issue 
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has been taken to the Court for final 

decision; in the others, the subject 

is being reviewed by the attorney 

general, In all other states where the 

question has been submitted, favor- 

able rulings have been handed down. 
ee @ 

6. There seems little sense to Mr. 
Hassinger’s statements on the loss 
ratios in Mississippi. In view of the 
attitude of the rating commissions of 
both Louisiana and Mississippi in re- 
fusing a number of requests for in- 
creases in rates made by the stock 
companies, it would seem that their 
investigations have not substantiated 
the assertion that considerable sums 
of money have been lost in the writ- 
ing of business in those states. Even 
if it be true that the losses paid far 
exceed the income, it is certain that 
such losses have not been paid out of 
the capital stock of the companies. 
They have been paid out of the pre- 
miums collected from policyholders 
in other sections of the country. They 
may suffer loss one year and make it 
up and more the next. 

The 1933 edition of the Argus Fire 
Chart, published by the National 
Underwriter Company, shows that 
the stock fire companies in the coun- 
try made a net gain from underwrit- 
ing, and profit and loss items, of 
$26,455,000.00 during 1932. The mu- 
tual companies, through their lower 
expense and slightly lower loss ratios 
showed proportionately more satis- 
factorily underwriting results during 
1932. This means that substantial 
amounts of cash were returned to 
policyholders in the form of mutual 
dividends, in Mississippi and [ouisi- 
ana. 

Since organization, the mutual com- 
panies writing fire insurance which 
are members of the American Mutual 
Alliance, among which are numbered 
those listed on pages 23 and 24 have 
returned dividends to their policy- 
holders in excess of $200,000,000.00, 
which is 26% of the premiums which 
they have received from policyhold- 
ers. 

ee @ 

7. All of the named mutuals op- 
erating in the State of Mississippi 
and Louisiana, have made savings in 
the form of dividends to their policy- 
holders in all states during 1930, 
1931, 1932 and 1933. 

eee 

8. It is untrue that stock compa- 
nies have assets in each state which 
may be attached for the payment of 
losses. Only in a limited number of 
states do either stock or mutual com- 
panies make deposits. No deposits 
are required in the State of Missis- 
sippi, while limited deposits are re- 
quired in the State of TLouis‘ana. 
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lutual companies make such deposits 
or file the alternative bonds just the 
same as stock companies. .\ll types 
of insurance companies are opposed 
to deposit legislation ; first, because 
deposits do not protect wholly the 
policyholders of a given state; 
ondly, they unnecessarily freeze the 
assets of the various companies ; and 
third, there is no relation in the 
amount of the deposit to the habilities 
incurred by a company in any given 
state. Opposition to deposit legisla- 
tion by all forms of carriers, is a mat- 
ter of record in all states where such 
legislation has been introduced. ‘The 
National Convention of, Insurance 
(‘ommissioners is on record recom 
mending repeal of all deposit laws, 
and the Chamber of Commerce of the 
\nited States is on record in oppo- 
sition to such legislation. Mr. [las- 
singer has ignorantly, or purposely, 
misrepresented the situation. 
ee @ 
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9. This is also a statement without 
any foundation in fact. The state- 
ment implies that, in the event a stock 
company fails to pay the indemnity 
promised on an honest loss, then the 
loss claimant has but to attach the 
funds of such carrier in the state. 
(Jn the contrary suit would have to 
he instituted against the company and 
service would have to be obtained as 
required by statute. All licensed mu- 
tuals, as well as all licensed stock 
companies, both in Mississippi and 
| Louisiana, are required to appoint an 
agent for service of (rdi- 
narily the insurance commissioner 1s 
appointed as such agent, and service 
can be had on any licensed mutual 
company doing business in the state 
through notice of service on such 
commissioner, 

His assertion that, in order to sue 
a mutual, service must be had on each 
individual policyholder is absolutely 
false. Service may be made upon the 
mutual corporation, just as in the case 
of a stock company. Mr. Hassinger 
is challenged to name a suit involving 
a mutual insurance company in which 
it was necessary to secure service on 
each policyholder of the company. 

lor example, section 5287, Insur- 
ance laws of Mississippi read: 

“Any mutual insurance company * * * 
shall be admitted * * * when it shall be 
solvent under this article and shall have 
complied with the following requirements : 

“(c) Appointed the commissioner as its 
agent for the service of process in any 
action, etc. 

The statement also implies that the 
premiums which are collected by the 
mutual companies leave the state, and 
those collected by the stock compa- 
nies remain in the state. This is, of 
course, ridiculous. Just as much, if 
not more, of the premium dollar paid 


process. 
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mutual companies is leit in the state 
as of the premium dollar paid to 
stock companies; and what is better 
still, much of it is left right in the 
pockets of the policyholders. (On the 
other hand, undoubtedly many of the 
stock agents of Louisiana and Miss- 
issippi, as well as other states, repre- 
sent alien or alien-controlled institu- 
tions of London, France, Switzerland 
and Japan which are licensed to do 
business in this country. 


10. It is likewise untrue that the 
mutual companies do not maintain 
service rendering agents. Kepresenta- 
tives of mutual companies, whether 
on a salary or commission basis, ade- 
quately service every risk. The com- 
panies maintain competent inspection 
and engineering forces. ()ne of the 
principal reasons influencing risks to 
turn to mutual companies for protec- 
tion is the service rendering capabili- 
ties of the companies and their repre- 
sentatives. 

ee @ 


11. “Guaranty bonds” referred to 
are the so-called “‘qualifying bonds,” 
which are not required in Mississippi, 
but are required of fire companies in 
Louisiana. The requirement applies 
both to mutual and stock companies. 
That Mr. Hassinger made this state- 
ment knowing it to be without foun- 
dation is proven by the fact that in a 
later communication addressed to a 
certain surety company and made 
public, he urged the surety compa- 
nies to decline to renew such bonds 
for the mutual carriers. This was 
suggested in spite of the fact that no 
writer of suretyship obligations suf- 
fered loss on any qualifying bond 
on the above mentioned Mutual com- 
panies authorized té do business in 
the States mentioned and, as far as 
we are informed, on any other gen- 
eral writing mutual company licensed 
in the state. Mutual companies, later, 
easily arranged to file these bonds 
and, as a result, competition has 
arisen on other lines of suretyship in 
the territory by the advent of new 
companies who have entered the state 
for the express purpose of furnishing 
the necessary mutual coverage. 


12. One of the most ridiculous of 
Mr. Hassinger’s statements is that in 
which he contradicts himself in his 
own letter by saying that mutual 
companies do not make savings to 
policyholders, but, when they do, it is 
solely because they pay no taxes. 
Mutual companies in Mississippi and 
Louisiana pay the same premium 
taxes as do stock companies. The 





rate of premium taxation in Missis- 
sippi is 3%. In Louisiana the tax is 
on a different basis but is the same 
for mutual and stock companies. To 
appreciate how iar wrong Mr. Ilas- 
singer is, one has but to know that 
the premium tax rate averages about 
2% on the net premiums, after de- 
ducting cancellations, etc., whereas 
the average dividend returns to 
policyholders made by mutual com- 
panies is 20%. 


It would seem that one with any 
sound judgment at all would realize 
that, even though mutual companies 
were exempt from the premium 
taxes, the saving of 2% thus made 
could not possibly result in a saving 
to policyholders of 20%. Then, too, 
there would be some justification for 
exempting non-profit organizations 
from taxation, as against institutions 
operated solely for profit in the inter- 
ests of third parties. 


t. ENERALIZATIONS are made 
in the communication concern- 
ing the extent of the service rendered 
by the stock insurance industry, all 
rather unconvincing. \lutual Insur- 
ance was founded on the recognition 
of the necessity for loss prevention. 
It grew and flourished because rates 
in certain hazardous industries be- 
came so high that manufacturers and 
merchants could not afford to carry 
insurance. Business men thereupon 
organized mutual companies, which, 
through their engineering and inspec- 
tion services, safety Codes, etc., im- 
proved the character of risks, with 
the result that the cost of carrying 
insurance was steadily lowered, the 
physical characteristics of the risks 
improved and the loss ratios reduced. 


On the other hand the theory was 
advanced by a prominent executive 
of a stock fire company in an investi- 
gation of insurance matters that fires 
were a good thing for the insurance 
business; the more fires the more 
insurance sold. 


This does not square up with the 
claim of especial interest in fire pre- 
vention activities. It is admitted that 
many of the stock companies render 
especial service. So do the other 
types of carriers. Also do such or- 
ganizations as the National Fire Pro- 
tection Association, the American 
Standards Association, the National 
Safety Council and others which are 
not controlled by any insurance inter- 
est. Such contribution made by both 
stock and mutual companies to pre- 
vention activities comes out of the 
premium dollars paid by the policy- 
holders, and in the case of the Under- 
writers Laboratories, a splendid in- 
stitution the cost is principally borne 





t 
is 





Se CCPL 








POTENT 


eee: 











— 





by investors, manufacturers and oth- 
ers who submit devices to be tested. 


The closing paragraph of Mr. Has- 
singer’s open letter is the ultimate in 
stupidity. And it is as unfair and 
dissembling as it is stupid. We chal- 
lenge Mr. Hassinger to list by name 
the mutual companies doing business 
in Mississippi which it would be un- 
safe for a Mississippi resident to rep- 
resent, or in which a_ policyholder 
would be placed in jeopardy. We 
challenge him to name the companies, 
selling insurance in the state, whose 
policyholders would be subjected to 
unlimited assessment liability. 


We surmise that Mr. Hassinger’s 
generalizations are purposely indefi- 
nite because he desires to avoid the 
responsibility which would attach to 
any individual who particularizes by 
being specific. 

However his letter cannot escape 
being a direct challenge of the hon- 
esty of the insurance departments of 
the states of Mississippi and Louisi- 
ana, for if those departments allow 
companies to operate in their juris- 
dictions which are as unsafe as Mr. 
Hassinger would lead the public to 
believe the mutual companies doing 
business there are, an investigation 
should be made to determine why 
such conditions are permitted to exist. 

Whichever way one looks at the 
letter, the conclusion must be reached 
that \[r. Hassinger is unfit to display 
the shield of the association with 
which he has affiliated himself. If his 
statements represent the expert char- 
acter of his insurance knowledge, he 
is thoroughly disqualified to advise 
the public on insurance matters for 
what he says about Mutual Insurance 
is so grossly misrepresentative as to 
call in question the dependability of 
his statements respecting other ques- 
tions pertaining to insurance matters. 
If he actually knows better, then his 
statements were made with the inten- 
tion to deceive. In either case, he 
violates the ethical standards of his 
own association which pledge mem- 
bers to compete on an honorable and 
fair basis, to refrain from making 
false statements and from misrepre- 
sentation by direct statement, omis- 
sion of facts, reference or subterfuge. 


HE millions of mutual policy- 

holders throughout the United 
States include many of the largest 
and best known corporations, both 
public and private, as well as owners 
of dwelling houses, automobile own- 
ers, merchants, states and munici- 
palities. Their high standing serves 
to offer eloquent testimony to the 
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soundness of mutual management 
and to the superior service rendered 
to mutual policyholders through eco- 
nomical and proficient operations ac- 
cording to the best insurance prac- 
tices. They recognize that the pri- 
mary functions of an insurance com- 
pany are the collection and the ac- 
cumulation of funds out of which 
the losses and expenses are paid ; that 
the important considerations are (1) 
loss paying ability, (2) the reduction 
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of loss by prevention, (3) the estab- 
lishment of proper reserves and sur- 
plus; (4) a conservative and safe 
investment of funds for the payment 
of future losses and expenses. 

And finally, we ask Mr. Hassinger, 
how many people in Louisiana and 
Mississippi were “stung” in connec- 
tion with insurance in the Union In- 
demnity, the Southern Surety and 
other of the stock companies which 
failed during the last few years. 


Holds Mortgagee Must 
Accept Mutual Policy 


THE OLD QUESTION ARISING OUT OF 
REFUSAL OF \ MORTGAGEE TO ACCEPT 
a mutual policy as collateral security 
for a mortgage loan has been given 
an airing in court in the State of 
Florida. The mutual policy emerged 
from the action with the following 
favorable decision: 

IN THE CIRCUIT COURT OF THE SIXTH 
JUDICIAL CIRCUIT OF THE STATE OF FLORIDA 
IN AND FOR PINELLAS COUNTY IN CHANCERY 
No. 12, 632 
Warren Webster, ) 
Complainant, | 
s. + ORDER 
Flori De Leon Apartments, Inc., | 
Defendant. 

This cause coming on to be heard upon 
the petition of the Flori De Leon Apart- 
ments, Inc., by and through its attorneys 
at law, Cook and Harris, who are also 
attorneys of record in this cause for the 
complainant, Warren Webster, and upon 
the answer of the defendant, Union Trust 
Company, as Trustee, to said petition and 
upon a hearing thereon, the Court finds 
as follows: 


That the Lumbermens Mutual Insurance 
Company of Manstield, Ohio, has duly 
complied with all of the laws of the State 
of Florida and is duly qualified to insure 
property against loss by fire or tornado 
under the laws of this State; that the 
Flori De Leon Apartments, Inc., has com- 
plied with the terms of the deed of trust 
securing its bond issue, of which the 
Union Trust Company is Trustee, in tak- 
ing out a policy of fire insurance in the 
amount of One Hundred and Five Thou- 
sand ($105,000.00) Dollars and a_ policy 
of tornado insurance in the amount of 
One Hundred Thousand ($100,000.00) 
Dollars with loss payable therein to the 
Union Trust Company, as Trustee. 
Trust Company, as Trustee, be and it is 
hereby directed to accept from the Flori 
De Leon Apartments, Inc., said policies of 
fire and tornado insurance as hereinabove 
in this order set out as a proper com- 
pliance by the said Flori De Leon Apart- 


IT IS THEREFORE ORDERED that the Union 
ments, Inc., as mortgagor under the deed 
of trust, of which the Union Trust Com- 
pany is Trustee; provided, however, the 
said Union Trust Company, as Trustee, 
shall by the acceptance of said insurance 
incur no corporate liability. 


DONE AND ORDERED in Chambers at St. 
Petersburg, Florida, this 3rd day of Janu- 
ary, 1934, 

T. Frank Hobson 


Judge. 


Michigan Mutual Official 


Dies 

IN THE DEATH OF RAYMON L, 
BARNES, ASSISTANT SECRETARY, ON 
January 17, 1934, the Michigan Mu- 
tual Liability Company of Detroit 
lost one of its oldest associates in 
point of service. 

Mr. Barnes had been in ill health 
for some time, and died after a major 
operation, 

He was born in lonia, Michigan, 
January 25, 1874, and entered the 
employ of the Michigan Mutual in 
1913, a year after the organization of 
the company, but left in 1917 to serve 
as treasurer of the Cooperative Cas- 
ualty Company, which was later ab- 
sorbed by the Michigan Mutual. 

Mr. Barnes was then placed in 
charge of the Compensation Renewal 
Department, and through his marked 
ability was later made assistant sec- 
retary in charge of the same depart- 
ment. 

In his long service with the com- 
pany he won the high respect and ad- 
miration of associates and_ policy 
members. He is survived by his 
wife Jessie, a son, J. Austin Barnes 
and two grandchildren, William and 
Mary. 

e@ @ ®@ 


Arkansas to Recodify 

THE ARKANSAS SENATE HAS 
ADOPTED SENATE CONCURRED RESOLU- 
tion 7, setting up a Committee of 5 
Senators, 7 Representatives, Insur- 
ance Commissioner and two persons 
to be appointed by the Governor, to 
recodify the state insurance laws. 


Frisco Fire Premiums Drop 

A PRELIMINARY SURVEY OF FIRE 
PREMIUMS WRITTEN IN SAN FRAN- 
cisco during 1933 indicate the drop 
of approximately 10%. This decrease 
was not uniform with all companies 
as some showed substantial advances 
while others had 
greater than average. 


decreases far 











Insurance Facilities 
(Continued From Page 19) 


It is obvious that it does not where 
the insurance is compulsory as with 
workmen’s compensation or where 
it is quasi-compulsory as under auto- 
mobile financial responsibility laws. 
It is possible that there may in this 
way be some additional knowledge 
spread that the insurance is compul- 
It is hardly conceivable that 
the benefit conferred in this way is 
appreciable. 


sory. 


Where there is economic pressure 
for carrying insurance, such as the 
insistence of mortgagees that the 
mortgaged property be protected for 
their benefit, excess representation 
does not increase the aggregate pro- 
tection. Mortgagees as a class know 
full well their needs. It is doubtful 
whether excess representation tends 
to increase appreciably the amount of 
insurance carried when this pressure 
is not applied but the economic need 
is real, but I do not know how data 
to prove or disprove this could be 
obtained. The complaints more or 
less continuously coming to the insur- 
ance commissioners about twisting 
are greater in volume as the number 
of agents increases. This tends to 
show that much of the effort of the 
excess representatives is to get a 
share of existing business rather than 
to produce new business. The pres- 
sure of agents’ and brokers’ organi- 
zations for the passage of qualifica- 
tion laws may be evidence of a desire 
for a more or less monopolization of 
the field with the increased profit 
therefrom. But when it 
panied by statements, such as have 
been repeatedly made to the writer 
by responsible agents, that they would 
gladly accede to a lower scale of com- 
missions if the number of agents 
were reduced by weeding out the in- 
competent, there is some reason to 
believe the reason to be that excess 
representation tends rather to cut into 
existing business than to produce new 
business. 


is accom- 


Present Excess Facilities 


RIOR to the debacle of 1929 there 

was complaint that there were not 
enough premiums to go around. 
Since then there has been an appre- 
ciable weeding out of the weak and 
ill-managed carriers. Yet there has 
been no complaint that facilities are 
not now ample in the fields where in- 
surance has been offered. The com- 
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plaint still is that there is scarce 
enough business to go around. Re- 
insurances and mergers are the order 
of the day. It is generally stated that 
our present capacity is largely in ex- 
cess of our needs. The complaints 
of agents that the field is over- 
crowded cannot be without founda- 
tion. Thus it would appear that we 
have a probable over-development of 
facilities at the present time and will 
have until the business tempo of the 
country is many degrees faster than 
at present. 
ee @ ® 


Conclusion 


HE conclusions from this study 
would appear to be that: 


1. Considered from the economic 
(not legal) point of view no further 
increase in insurance facilities should 
be permitted, except, 

I) to meet problems of agriculture not 
now met, 


II) to meet needs for coverage of risks 
of pioneer industries not heretofore fully 
visualized, 


III) if, as and when the filings under 
our surplus line laws conclusively show 
the present facilities are inadequate to 
mect our needs. 

2. There should be assurance of 
competence in the organizers of such 
as may be permitted. 


This would be a new principle in 
insurance regulation, but not new to 
our economic order, since it is applied 
in the regulation of public utilities. 
In many states the Superintendent 
of Banks is authorized to deny char- 
ters when those asking them cannot 
show the need for the additional facil- 
ities and at least their integrity if 
not also their competence to meet 
such as exist. 

3. It may be wise to consider 
whether it is possible or desirable so 
to broaden the underwriting powers 
of our existing carriers, as to permit 
furnishing householders and perhaps 
others with an “all-risk” cover, sim- 
ilar in type to the so-called “jewelers’ 
bloc” policies. 


Palmer Bans Fictitious Fleets | paper, magazine and poster advertis- 


ERNEST PALMER, DIRECTOR OF IN- 
SURANCE OF ILLINOIS, HAS SENT THE 
following ruling on fleet coverages 
to all insurers writing any torm of 
automobile insurance in the state of 
Illinois: 

“Effective February 5th, 1934, no 
contract or policy of insurance shall 
be written to cover a fleet of motor 
vehicles where the number of motor 
vehicles is less than five, or where 
said motor vehicles are not owned by 
an individual, a partnership or a cor- 
poration and are not used chiefly in 
the business of such individual, part- 
nership or corporation. 

“Motor vehicles owned by an em- 
plovee may be included with the fleet 
coverages of an employer provided 
such motor vehicles are actually used 
in the business of the employer and 
the expense of operating same, while 
being so used is borne by the employer. 

“Please advise your agents of this 
ruling in order that all fleet policies 
effective on and after February 5, 
1934, will be written in strict accord- 
ance thereto.” 


Plan Auto Safety Drive 


PLANS FOR A PROGRAM MOBILIZING 
THE ENTIRE MOTOR VEHICLE INDUS- 
try against street and highway acci- 
dents have been made public by Mor- 
gan T. Ryan, state registrar of motor 
vehicles of Massachusetts, on behalf 
of the Eastern Conference of Motor 
Vehicle Administrators. Brief mes- 
sages on safe driving broadcast in 
less than a minute’s reading or listen- 
ing time by means of radio, news- 


ing are the gist of the committee’s 
plan. Appeals for support have been 
sent to 325 oil refiners and distribu- 
tors, motor car, tire and accessory 
manufacturers, and other allied in- 
dustries throughout the United 
States. Many leaders in the field 
have already pledged support and if 
adequate numbers respond the cam- 
paign will be launched before May 
first. 
e @ ®@ 


Commissioner Armstrong 


Dead 


CHARLES F. ARMSTRONG, COMMIS- 
SIONER OF INSURANCE OF PENN- 
sylvania, died on Sunday, February 
4, after an illness of two years. The 
funeral was held on Tuesday, Feb- 
ruary 6, from the Methodist Church 
at Leechburg, Pennsylvania. 

Mr. Armstrong was appointed In- 
surance Commissioner in 1931 when 
Governor Pinchot took office. He 
had held local and state offices for 
forty years and was long known as 
a dry leader. In 1900 he went with a 
bank in Beechburg, Penna., in which 
town he has since made his home. 
He left the banking business in 1920 
to enter the coal field. 

Mr. Armstrong’s first political of- 
fice was held in 1918 when he was 
elected to the House of Representa- 
tives, where he served for ten years, 
He was a candidate for Lieutenant 
Governor in 1930. 





yy 
€ 
bi 


ERO TE 





ma ewrwpmet Oo = | 


PRT IE 














HONOLULU") 


HAWAIIAN (@ 














THINK OF IT! 


If the millions in savings that have The above concrete illustration 
been returned to policyholders by helps to visualize the enormous 
the Federal Hardware & Imple- amount cf money these companies 


; have saved business men during 
ment Mutuals were all in one- 


th t thirty-f . Thi 
dollar bills and placed end to end, e past thirty-our years is 


enormous saving 4nd an enviable 
they would reach 4,58] and a 


record of prompt settlement of 
fraction miles. This is approxi- losses are largely responsible 
mately the distance from San for the remarkable growth and 


Francisco to Honolulu’ and return. success of the Federal Mutuals. 





FEDERAL HARDWARE & IMPLEMENT MUTUALS 


RETAIL HARDWARE MUTUAL FIRE INSURANCE CO. OF MINNESOTA, MINNEAPOLIS, MINN. 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 


*Distance from San Francisco to Honolulu 2,408 Miles 


























National Retailers Mutual Insurance Company 
Established 1914 
JAMES S. KEMPER, President 
Home Office: Mutual Insurance Building, Chicago, U. S. A. 


STATEMENT AT CLOSE OF BUSINESS DECEMBER 31, 1933, AS 
REPORTED TO DEPARTMENT OF INSURANCE, STATE OF ILLINOIS 


ASSETS 
U. S. Government bonds .. . . . gM ee cece $ 609.263.55 
State and mmmicipal bowds... . . cca; so ee tc tenes 378,320.07 
Pederal Land Bank honds.... 6. ....-2ccceees 15,000.00 
First mortgage loans on real estate 106,500.00 
Cash in banks 96,320.83 
130.601.17 


Accrued interest and other assets................ 23.799.84 





I 2S Dd I ke $1.359,805.46 


LIABILITIES 


Reserve for unadjusted losses.................4-. $ 98,921.96 


735.945.68 


Reserve for taxes and expenses...............005: 105.350.03 


Reserve to adjust security values to Dec. 31st actual 
market prices 15,703.34 
Reserve for contingencies (voluntary) 30,000.00 








th 


Total liabilities and reserves. ...............$ 1.005,521.01 


SURPLUS TO POLICYHOLDERS 354,284.45 





BD 66.35 0adwd C4 ke eae ene $1,359,805.46 





I9S3 INCREASES 
PREMIUM INCOME 
Increased $109.208.11 to $1.152.178.25 








ASSETS 

Increased. ............... 235,456.08 to 1,359.805.46 
Net SURPLUS 

Increased 41,153.13 to 354,284.45 


Paid for Losses and in Dividends to Policyholders 
Since Organization 


$7.881,781.21 
































